
ANC breaks off 
* constitutional 
talks with Pretoria 

The African National Congress last night broke 
off constitutional talks with the South African 
government, accusing' it of bringing the country 
to “the brink of disaster”. The ANC made-dear, 
however, that.it wished to keep the npgnHnthig 
process afivejfcge 16 

US to tighten Belgrade sanctions: The 

US issued its toughest condemnation of the “bar¬ 
baric” killing , of civilians in Bosnia by Serbian 
militia s and announced it was tightening ganrtfoT 1 ? 1 
against the Belgrade government Page 16 

Reeeults The French state-owned carmaker 
and VoJvo. lts Swedish partner, are to strengthen 
their alliance by pooling most of their car compo¬ 
nent purchasing and all their q uali ty control 
. activities-Tage 17 

gjA German EFA proposal: Volker Hflhe, German 
defence minister, proposed that the controversial 
European Fighter Aircraft should be scrapped 
and replaced with a cheaper aircraft Page 16 ■ 

Nesti& The Swiss food group Is believed to 
be negotiating with the European Commission 
in an attempt to persuade Brussels to clear Its 
FFrlMSbn ($2-9bn) bid for Perrier, French mineral 
water. Page 17 

Mirror Group Newspapers, formerly headed 
by the late Bobcat Maxwell, and Its pension funds 
were hit by "fraudulent collusion” by a group 
of senior individuals. Sir Robot Clark, chairman 
of the newspaper group, said. Page 8 

Former Ofivetti chief cflos: Vittorio Cassom, 
former chief executive of Italy’s Olivetti Computers 
and Office Equipment Group, died In Milan on 
Sunday at the age of 5L He had been suffering 
from a brain tumour, Page 2 

Mafia loader sentenced to life in prison 

«MEP. - John Gotti (left), US 


Commission may cede some central powers 


By David Buchan in Brussels 

THE European Commission is for 
the first time seriously consider¬ 
ing the return to EC states of 
some powers that have been 
taken over by Brussels. 

The Commission, is seeking to 
deflect criticism that its bureau¬ 
cratic red tape has snared gov¬ 
ernments and ritiamg in an over- 
centralised Community. 

Its new stress on “subsidiarity” 
- making laws and rules at the 


lowest appropriate level - comes 
too late to influence Danish vot¬ 
ers who earlier this month 
rejected the Maastricht union 
treaty. 

However, its change of empha¬ 
sis will be in time for this week's 
EC summit in Lisbon, where a 
lively debate on subsidiarity is 
expected. 

The Commission will today 
prepare its view on subsidiarity 
on the basis of a paper which 
seeks to ward off “the accusa¬ 


tions of bureaucracy and tech¬ 
nocracy". 

Real centralisation is beyond 
the means of EC administrators 
whose money and staff "will not 
in any manner be fywtipaTyhie to 
those of a federal state”, it says. 

The paper, prepared for the 
Commission by the office of its 
president, Mr Jacques Delors, 
makes no precise proposals about 
which powers might be returned 
to governments. 

Officials predicted yesterday 


that today’s discussion in the 17- 
member Commission board 
would result in an Instruction to 
the Commission's 23 directorates 
to search for examples of subsi¬ 
diarity in their areas. 

The Commission's preliminary 
paper suggests that EC legisla¬ 
tion can be justified in dealing 
with clear cross-frontier prob¬ 
lems, such as the depletion of the 
ozone layer. It Is also acceptable 
where there is an obvious need to 
mobilise marlmnm flnanrfa ) and 


technical resources, as in EC 
research programmes. 

But it also suggests that Brus¬ 
sels should weigh “the cost of 
fECI inaction". In the sensitive 
area of trade infringement, it 
raises the questions: “Is it neces¬ 
sary to remove every distortion 
[to competition}? If not, at what 
point should the Community 
intervene to prevent a distortion, 
and in what sectors?” 

EC officials rule out any Idea 
that Brussels is about to let mem¬ 


ber countries control state aid, 
such as the case of the French 
government's injection of capital 
into its computer company. Bull, 
which the Commission is due to 
discuss next week. 

However, they suggest that, in 
cases where one company com¬ 
plains that another is abusing a 

Continued cm Page 16 
French clear hurdle. Page 2 
Major to press for 
EC enlargement, Page 9 


- Mafia leader, was sen- 

&L yesterday-toDfein 

prison on murder and 
racketeering convictions. 
ABB Gotti, 51, was convicted 
in April, of murdering 
tos predecessor, Paul 
Castellano, to take 
K ~ over the Gamblno * 

A crime family, the largest 

c rimin al syndicate in the US. After the sentencing, 
500 Gotti supporters' tried unsuccessfully to storm 
the coiirtiiid^gThOn e$prt fita'. ■■ 

Olympia A Yorks The troubled Canadian 
property developer, plans to sell about a dozen 
of Its US office buildings and concentrate in future 
on high-quality properties in a limited number 
of cities. Page 17; Contractors consider action 
over Canary Wharf; Page 25 

Perot draws double three US president George 
Bush and Democratic presidential challenger 
Bill Clinton united to condemn private investiga¬ 
tions of prominent public figures allegedly ordered 
by Ross Perot, likely independent presidential 
candidate. Page B 

Paris names Bull chief: Bernard Pache, 
chairman of Charbonnages de France, will succeed 
Francis Lorentz as chairman of Bull, heavily 
lossmaking computer group, the French govern¬ 
ment announced. Page 17; Observer, page 15 

US braced for rail chaos: The US rail system 
was braced for possible coast- tocoast industrial 
action which could bring chaos to both freight 
and passenger services. Page 6 

Ferranti International: The electronics and 
defence group, which came close to collapse follow¬ 
ing the discovery in 1989 of huge fraud in its US 
subsidiary, International Si g n al and Control, 
appeared to be on course for recovery after report¬ 
ing pre-tax losses of £35. an (573.3m), less severe 
than expected. Page 18; Comment, Page 25 

Arrests in Bombay scandal: Indian police 
have arrested two leading Bombay brokers and 
brought criminal charges against Standard Char¬ 
tered, UK-based bank, and two state-owned Indian 
merchant banks for alleged fraud in India’* worst 
securities market scandal 

Lisbon wins 1998 world fain Lisbon, 
proposing a salute to Portuguese explorer Vasco 
da Gama, has been chosen ahead of Toronto to 
host an international fair in 1098. 

Wfrnbtedo ns Britain’s Jeremy Bates produced 
the first shock ofthe Championships, beating 
seventh seed Michael Chang of the US 6-4 6-3 
6-3, prompting tennis bookmakers to slash his 
odds from 1,000-1 to 500-1 - the same as the price 
quoted for the Second Coming. Page 9 


Labour set 
for victory 
in Israeli 
elections 

Exit poll points to Rabin 
taking 47 out of 120 seats 


By Hugh Carnegy In Jerusalem 

ISRAEL'S Labour party appeared 
last night to have scored a stun¬ 
ning general election victory over 
the hardline T.fkud, paving the 
way for Mr Yitzhak Rabin to take 
over as prime minister and Imple¬ 
ment his promise to accelerate 
Middle East peace negotiations; • • 

An Israel Tele virion exit poll, 
taken minutes after the close of 
voting, predicted that Labour 
would win 47 out of the 120 seats 
in the Knesset, or parliament. 
Likud, led by Prime Minister Yit¬ 
zhak Shamir, was set to win 33. 
Each party had 38 seats in the 
outgoing parliament. 

.The outcome^ if confirmed by 
official results, would represent 
the most dramatic swing in 
Israeli politics since Likud came 
to power in 1977 proclaiming its 
right-wing ideology. 

In previous elections TV exit 
polls have proved accurate and 
the news brought Labour sup¬ 
porters into the streets of Jerusa¬ 
lem, triumphantly singing the 
party election slogan “Israel is 
waiting for Rabin”. - 

“At this point it looks very 
good,” Mr Rabin said as he left 
his house for party headquarters. 

The poll predicted that Labour 
could command a Knesset major¬ 
ity in alliance with Meretz, a 
coalition of small left-wing and 
pro-peace parties, and two small 
Arab parties. Its projected total of 
84 would leave Likud in opposi¬ 
tion for the first time in 15 years. 

Labour was in coalition with 
Likud tor two years after the 1968 
election. Last night- Mr MIcha 
Hariah, the general secretary of 


Labour, left open the possibility 
of Labour inviting Likud to form 
a grand coalition, saying this 
would be - open to “everyone 
except the extreme right and the 
extreme left”. 

He said the decision would be 
up to Mr Rabin, who has often 
seemed to signal his preference 
far's broad coalition, in spite of 
strong opposition within Ids own 
party. • 

A victory of the scale predicted 
by the TV poll would be a 
resounding endorsement of Mr 
Rabin, who took over as Labour 
leader from Mr Shimon Peres ear¬ 
lier this year. Mr Rabin cam¬ 
paigned hard on the' basis of his 
tough reputation to woo voters 
disillusioned by Likud’s ambigu¬ 
ous approach to the peace pro¬ 
cess. its poor economic record 
and its party infighting. 

“This vote is a big vote of confi¬ 
dence in Rabin and Labour and a 
big vote of no confidence in Sha¬ 
mir and Likud,” said Mr Harish. 

The main consequence of a 
clear Labour victory may be a 
shot in the arm tor the sluggish 
peace process. Mr Shamir and 
Likud had flatly refused to con¬ 
template yielding any of the 
occupied territories in return for 
peace and appeared lukewarm on 
conceding the initial stage of Pal¬ 
estinian autonomy. 

. Mr Rabin and Labour are com¬ 
mitted to give up at least some of 
the occupied West Bank and 
Gaza Strip. They are willing to 
move forward quickly to an 
autonomy agreement “We are 
going to have autonomy within 
nine months,” said a senior 
Labour party MP last night 



French formers drive tractors through a barrage of teargas thrown by riot police as they block the automates around 
Paris in protest at EC form reforms. They called off their action, accusing police of using “brutal” tactics. Page 2 
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IMF likely to advance Moscow $lbn 


By John Lloyd in Moscow 

THE International Monetary 
Fund, softening its demands on 
the Russian government, is 
expected to announce shortly 
that it will advance Jibn to 
Moscow to assist reform. 

The sum. agreed last week in 
talks between Mr Yegor Gaidar, 
the Russian prime minister, and 
Mr Michel C amd essus, the IMF's 
director general, represents a 
highly qualified support for the 
government of President Boris 
Yeltsin. ' 

It comes as powerful lobbies 
inside Russia are claiming that 
government programmes aimed 
at stabilising the country’s 
finances are finished. 

It also a si gn that the IMF has 
softened its approach markedly 
in recent days after an internal 
review of its policy towards the 
former Soviet Union. 

The Fund has come under con¬ 
certed attack in Moscow where 
Mr Yeltsin, the Russian govern¬ 
ment and its advisers - espe¬ 
cially Professor Jeffrey Sachs, the 
Harvard economist - have pub¬ 
licly accused it of an over-rigid 
and unresponsive attitude. 

In recent weeks it has aban¬ 
doned a number of conditions it 


had set down for the Russian 
government. ■ 

The IMF has: 

• Accepted that oil prices will 
rise slowly over the next two 
years to world market levels 
(after insisting previously 
that they should be freed this 
year); 

• Prepared to soften Its insis¬ 
tence that the Russian budget be 
in balance this year without, 
recourse to the $24bn aid pack¬ 
age; and 

9 Stopped trying to force all for¬ 
mer Soviet states to remain 
within the rouble zone. 

However, the granting of the 
$lbn Is not endorsement of the 


government's economic pro¬ 
gramme and negotiations will 
continue on the crucial areas - 
the budget deficit, foreign debt 
repayments and stability in the 
rouble.zone. 

The granting of $6bn out of the 
$24bn for use as a stabilisation 
fond remains'contentious. The 
Russian, government wants 
access to it soon, and would use 
it to support the rouble at a level 
of Rhs85:to the dollar. 

The IMF believes that the $6bn 
can offiy be “granted” when the 
conditions are such that it does 
not need to be used - and does 
not believe these conditions are 
yet present 


David Waller adds from Frank¬ 
fort Western bankers are likely 
to grant another 90day deferral 
on repayment of the principal 
commercial debt of the former 
Soviet Union. 

The bankers are meanwhile 
looking for evidence that Russia 
and the other members of the 
Commonwealth of Independent 
States are committed to paying 
back interest The amount of 
interest paid in the first five 
months of the year was 5170m 
out of $1.18bn due. 

Breaking the ice, Page 3 
Editorial Comment Page 14 
Foreign Affairs, Page 15 


Only when function and style combine perfectly 

DOES A GREAT CLASSIC EMERGE. 


Electrolux and AEG unit to 
co-operate on white goods 
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Tokyo dose Y12&96 


By Robert Taylor in Stockholm 

ELECTROLUX of Sweden, one of 
toe world’s leading white goods 
manufacturers, is poised .to enter 
an agreement with Germany’s 
AEG Hausgsrdte tor joint produc¬ 
tion. and development of house¬ 
hold appliances. 

The deal would initially cover 
washing machines, tumble dryers 
and dishwashers. The companies 
will continue to compete in the 
domestic appliances' market 
under ' their respective brand 
names but the long-term aim is 
the emergence of integrated 
plants which will enable both 
companies to lower costs and 
increase efficien c y. 

AEG Ha us ge rate had global 
sales totalling DM2.6bn ($L66bn) 
last year and employs about 
10,300 workers in 16 countries. 
AEG, its parent, is 80 per cent 
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owned by Daimler Benz. 

Under yesterday’s proposed 
agreement Electrolux will 
acquire 10 per cent of toe shares 
in AEG Hausgerate with the 
option of increasing its holding to 
20 per cent In return, AEG will 
subscribe to Electrolux deben¬ 
tures which will be convertible ‘ 
Into ordinary B shares. 

In a joint statement, Mr Anders 
Scharp, nhairmnn and chief exec¬ 
utive of Electrolux, and Mr Ernst 
Stockl, chairman of AEG’s board 
of management, said the pro- 
posed partnership would 
strengthen toe competitive posi¬ 
tions of both companies in the 
European market. 

“We will develop a long-term 
partnership in manufacturing 
and product development, 
thereby creating economics of 
scale”, they said. “To both AEG 
and Electrolux this arrangement 


CONTENTS 


will be strategic as a means to 
enable each party to meet the 
increasing competition from the 
US and Japan in toe European 
domestic appliance market”. 

. The two companies account for 
about 18 per cent of the German 
market in the household appli¬ 
ances they both manufacture. In 
other European markets like 
Spain, Italy, the UK, and Scan¬ 
dinavia, Electrolux is the domi¬ 
nant of the two. 

“We have wanted a partnership 
for a long time", said Mr Leif 
Johansson, Electrolux's presi¬ 
dent. For the past two years, 
Electrolux supplied AEG with 
cold storage equipment 
“This is not a defensive move”, 
Mr Johansson added. “On the 
contrary it is aggressive, helping 
us to keep toe initiative". 

White goods war, Page 20 




In 1875, the combined genius of Jules 
Audemars and Paul-Edward Piguet 
gave birth to one of watchmaking's 
greatest achievements: the Grande 

Complication. ■ 

A masterpiece that set a standard of 
excellence which Audemars Piguet 
has maintained ever since. 

These horological skills have been 
cherished and handed down from' 
generation to generation, often from 
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Audemars Piguet 

The master watchmakers. 

Audemars Piguet & Cie SA., 1348 Le Brassus, Switzerland 




father to son. One reason perhaps 
why many connoisseurs consider our 
watches to achieve collector value 
the moment they are made. 

This dedication to the traditional art 
of watchmaking, combined with 
technical and aesthetical innovation, 
has enabled Audemars Piguet to create 
some of the greatest classics ever. 
The Star Wheel is destined to become 
one of them. 
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NEWS: EUROPE 


Danes 
revel in 
putting 
the Euro 
boot in 


By Hilary Barnes In 
Copenhagen 

“What DO the Europeans 
think of os now?” one of Den¬ 
mark’s 5m giant-killers 
wanted to know at the news 
stand yesterday. 

There is not one of them 
who is not w alking nine feet 
tall after first telling Europe 
where to pot the Maastricht 
treaty and then booting their 
way to the final of the Euro¬ 
pean Cap soccer champion¬ 
ships with a 7-6 victory over 
favourites and reigning Euro¬ 
pean champions Holland In. 
the semi-final in Gothenburg 
on Monday night. 

The country has never had 
such an impact on Europe 
before, politically or in sport. 

The Danish team was a last- 
minute entry to the champion¬ 
ships, replacing the embar¬ 
goed Yugoslav team days 
before the championships 
started. When Danish player 
Kim Chrlstofte kicked the win¬ 
ning goal in a penalty 
shoot-out after a 2-2 draw after 
extra time more than 50,000 
people poured into the streets 
in the city centre in joyous cel¬ 
ebration. And, said police, it 
was joy untrammelled by riot¬ 
ing or hooliganism. 

Spirits even rose at the For¬ 
eign Ministry, where officials 
have been sunk In a deep 
depression since the electorate 
voted down the Maastricht 
treaty in the June 2 referen¬ 
dum. Oue visitor said there 
was victorious singing in the 
corridors. 

National pride after killing 
off the Maastricht pact is 
already boundless. From a 50.7 
to 49.3 per cent vote against 
the treaty on June 2, opinion 
surveys show that the No vote 
has since soared to 60 per cent 
Where it will end if the Danish 
soccer team beats Germany in 
the final in Gothenburg on Fri¬ 
day Is anyone’s guess.- - 
• Danish shipbuilders and 
shipowners fear a drop in 
orders and jobs fallowing the 
approval by tbe European 
Commission last week of a 
DM6bu ($3-70n) support pro¬ 
gramme for east German ship¬ 
yards. 

Mr Tborkil Christensen, 
chair man of the Danish Ship¬ 
builder's Association, said the 
agreement might even lead to 
the closure of some yards. 


French clear 
Maastricht 
treaty hurdle 


By Ian Davidson in Parts 

PRESIDENT Francois 
Mitterrand yesterday scored an 
important victory when parlia¬ 
ment voted overwhelmingly to 
change the French constitution 
as the first step towards ratifi¬ 
cation of the Maastricht treaty 
on European union. • 

The vote passed oft without 
disruption after farmers called 
off an attempt to blockade 
roads around Paris in protest 
at EC agricultural reforms 
which will lead to sharp cuts 
in farm prices. The radical 
formers*- group Co-ordination 
Rurale accused riot police of 
using “brutal" tactics to 
remove the roadblocks. 

- The decisive 592-73 vote by a 
joint parliamentary session at 
Versailles will be an important 
morale booster for Mr Mitter¬ 
rand at the European Commu¬ 
nity summit in Lisbon at the 
end of this week. It may help 
offset the psychological effect 
of Danish rejection of the 
treaty earlier this month. 

Ratification itself will be sub¬ 
ject to a popular referendum In 
the autumn, but the size of yes¬ 
terday’s parliamentary major¬ 
ity suggests that most of the 
mainstream parties on the left 
and the centre-right will cam¬ 
paign for a Yes vote. 

Only two political groups 
expressed systematic opposi¬ 
tion to the constitutional revi¬ 
sion: almost all the Commu¬ 
nists voted against the 
revision; almost all the Gaull- 
ists refused to take part 

The GauIIists, deeply divided 
between those who are scepti¬ 
cal about the EC and those 
who are totally hostile to the 


Maastricht treaty, saved the 
appearance of party unity by 
walking out of the parliamen¬ 
tary session. They declared 
there was no case for a consti¬ 
tutional revision, since the 
Danish No vote had made the 
treaty null and void. 

In practice; the Gaulllst 
walk-out only magnified the 
scale of the government major¬ 
ity, which for exceeded the 

minimum three-fifths majority 
required. “We must not miss 
our rendezvous,” said Mr 
Ptene Beregovoy, prime minis¬ 
ter, when be opened the special 
session of the two houses of 
parliament - in Versailles. 
“Europe is union, and union is 
strength.” 

The most significant sym¬ 
bolic innovation introduced by 
the vote is that the EC is now 
part of the French constitution, 
in a chapter entitled: “Of the 
European communities and of 
European union.” 

The most important substan¬ 
tive changes are provisions 
allowing France to take part in 
economic and monetary union, 
admitting that French visa pol¬ 
icy may be subject to majority 
voting in the Community, and 
permitting EC citizens resident 
In France to take part in 
French local elections. 

The government has had to 
make two significant conces¬ 
sions to the conservative oppo¬ 
sition. par ties Voting in local 
elections will be a possibility, 
but not a right; and the French 
parliament will have increased 
rights to scrutinise Community 
legislation before the French 
government agrees to it 
Farmers struggle for survival. 
Page 26 
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A company of French riot police wades through a wheat field to reach a motorway blocked by formers 

UK hunts for working week deal 


By David Gardner 
In Luxembourg 

BRITAIN and France were 
yesterday attempting to broker 
a last-minute compromise over 
the 48-hour working week 
directive due to be put to a 
vote at today’s meeting of 
labour and social affairs minis¬ 
ters in Luxembourg. 

The UK is vehemently 
opposed to the directive but its 
11 EC partners appear deter¬ 
mined to achieve it Mrs Gil¬ 
lian Shephard, the UK employ¬ 
ment minister, was due to 
meet Ms Marline Aubry. tbe 
French labour minister, 
in Paris yesterday to discuss 


the issue. 

The Portuguese presidency, 
at the behest of France and 
Germany, has offered Britain 
concessions which would allow 
the UK to delay introducing 
the 48-hour limit for up to 10 
years, when the situation 
would be reviewed. This would 
be seven years more than tbe 
three years allowed to all mem¬ 
ber states for the introduction 
of new directives. 

It would also give workers 
willing to work more than 48 
hours tbe right to do so, while 
those unwilling to exceed the 
prescribed limit would get the 
full protection of the law. 
Employers would be obliged to 


keep records of both groups of 
workers, under the surveil¬ 
lance of national health and 
safety authorities. 

The British government indi¬ 
cated on Monday it was 
resolved to vote against any 
measure which would oblige it 
to limit the working week, 
even in the future. 

It was not clear yesterday 
that Britain's partners would 
press the issue and risk a new 
breach in Community unity 
ahead of Friday’s Lisbon sum¬ 
mit where EC heads of govern¬ 
ment will discuss the future of 
the Maastricht treaty for the 
first time since its rejection by 
Denmark on June 2. 


Britain’s EC partners were 
also considering issuing a dec¬ 
laration that they would not 
use the concessions granted to 
the UK. 

Such a declaration, sharply 
delineating the labour market 
aspirations of the 11 from those 
of the UK. would replicate the 
division of social policy agreed 
at Maastricht - if only for a 
limited period. 

But this first practical 
instance of Maastricht’s agree¬ 
ment to disagree would depend 
on “the UK at least abstaining’ 1 
on the working time directive, 
according to a senior EC offi¬ 
cial 


Dutch brewery chief campaigns for a federal ‘Eurotopia’ divided into 75 states 

Refreshing parts of Europe that are out of reach 


MR Freddie Heine ken, the eponymous 
chairman of tbe Dutch brewery 
group, has come up with a plan to 
refresh parts of Europe many politi¬ 
cians can’t reach, writes Ronald van 
de Kroi in Amsterdam. 

He Is trying to persuade Europe to 
convert itself into a federation of 75 
states, each with a population of no 
more than 10m people. “Eurotopia", 
as Mr Heineken calls his plan, would 
be modelled loosely on the US and 
involve the break-up of moat big coun¬ 
tries into more manageable parts. 

France would be split up into seven 


states, including a state of “Ile-de- 
France” for the Paris region. 

The British Isles would be dissolved 
into 10 states. The new state of “Mer¬ 
cia", with Birmingham as its capital, 
would take its name from an early 
medieval kingdom. Greater . London 
wpuld form the, nucleus of the state of 
“Essex”. More controversially, the UK 
province of Northern Ireland would 
join the Irish Republic. 

Mr Heineken, the flamboyant indus¬ 
trialist for whom a ransom of £ 7 - 2 m 
was paid after he was kidnapped in 
1963, has a flair for marketing and 


advertising. He concedes that his 
ideas, contained tn a 17-page report 
published yesterday, are bound to be 
met with amazement But the time 
has come to rethink Europe. 

. “The present set-up of nations is in 
Many ways just as arbitrary as my 
ideas may seem,” he writes. “Not only 
in Yugoslavia' do we see movements 
for Independence, but also in Scot¬ 
land, Ireland, Wales. Catalonian 
regions, the Basque country. Middle 
Europe and so on." 

The Heineken group, which Mr 
Heineken ran until he retired to the 


supervisory board in 1989, is used to 
thinking of Europe in terms other 
than that of the nation state. The 
company has traditionally differenti¬ 
ated between the beer-drinking cul¬ 
ture of the north and the wine-drink¬ 
ing belt of tbe Mediterranean south, 
where it Invested heavily in the 1980s. 

The only areas to emerge whole 
from Mr Heineken’s reshaping of 
Europe are Portugal and the Nordic 
countries. Even the Netherlands, with 
its present population of 15m, would 
be split in two. 

The 75 states in “Eurotopia” should 


form a federation with common for¬ 
eign, defence and monetary policies, 
Mr Heineken says. Tiny Monaco and 
Liechtenstein would “be non-voting 
member-states of the new Europe, not 
unlike the District of Columbia in the 
United States.” 

He acknowledges that details - 
such as the future of royalty -' need 
to be worked out “There is even 
scope to reassign some royal families 
presently without a formal role to be 
heads of newly formed regions,” he 
says, citing the states of “Hannover,” 
“Burgundy" and Navarre-Aragon 


German 
interest 
rates hope 
dashed 

By Quentin Peel In Bonn 

MONEY supply growth in 
Germany was higher than 
hoped again last month sug¬ 
gesting further delays in relax¬ 
ing the Bundesbank’s high 
interest rate policy. 

A provisional figure of 9 per 
cent for the M3 broad measure 
for May was announced yester- 
I day, causing consternation. 
I economists and market 

analysts. This compares with a 
corrected figure of 8^ per cent 
for April. 

The central bank blamed 
unusually strong growth in 
cash in circulation, in fixed- 
term deposits and continued 
strong growth in bank credit 

The figure leaves the main 
money supply measure, used 
as the key indicator of mone¬ 
tary stability in the German 
economy, well outside the “tar¬ 
get corridor" of 3J5 to 5.5 per 
cent growth fixed by the Bund¬ 
esbank for 1992. 

David Waller adds from Frank¬ 
furt: Yesterday’s figures led to 
a sharp drop in German gov¬ 
ernment bond and bond future 
prices, with yields on the 
benchmark 10-year Bund clim¬ 
bing 4 basis points to 8.08 per 
cent. Expectations bad been for 
a further slowdown in mone¬ 
tary growth from the high of 
9.4 per cent in March. 

Greece accused 

Human rights group Amnesty 
.International said yesterday 
that scores of people had been 
tortured or ill-treated at the 
hands of Greek police or prison 
guards, Reuter reports from 
London. The London-based 
watchdog published a report 
detailing some 35 cases of tor¬ 
ture since 1986, where victims 
said they had been punched, 
beaten with clubs or given 
electric shocks. 

SEC files charge 

The Securities and Exchange 
Commission, the US securities 
industry watchdog, yesterday 
filed an insider trading suit 
against Mr Kurt Naegeti, a 
Swiss lawyer, in connection 
with the $1.6bn takeover of 
Combustion Engineering, a US 
company, by Asea Brown 
Boveri in 1989, Nikki Tait 
reports from New York. 

The SEC alleges that Mr 
Naegeli was involved in “viola¬ 
tive purchases” of Combustion 
shares and .options. 



Gonzalez sends domestic message 
with choice of foreign minister 


By Tom Burns in Madrid 

THE APPOINTMENT of Mr 
Javier Solatia as Spam's new 
foreign minister reveals a good 
deal more about the shifting 
power balance in the ruling 
Socialist party than any diplo¬ 
matic initiatives planned by 
the Madrid government 
A longstanding member of 
prime minister Felipe Gonz¬ 
alez’s inner political circle and 
a physicist by profession, Mr 
Solatia will be sworn in today 
to replace Mr Francisco Fern¬ 
andez Ordonez who has retired 
on grounds of ill-health after 
seven years in the government 
Mr Solana, who over the past 
decade has successively held 
the posts of minister of culture 
and minister of education, is 
the only genuine counter¬ 
weight among Spain's top 
socialists to Mr Alfonso 
Guerra, the former deputy 
prime minister who as deputy 
leader of the party commands 
the party machinery. 

Like both Mr Gonzalez and 
Mr Guerra, Mr Solana joined 
the then clandestine Socialist 
party as a student in the 1960s 

OBITUARY 


and together the three rapidly 
rose to the forefront of opposi¬ 
tion politics at the tail end or 
the Franco dictatorship. Mr 
Solana was raised in Madrid 
where he attended elite schools 
before doing post-graduate 
research in the US. 

At Mr Guerra's instigation, 
Mr Solana, 50. was barred from 
tbe Socialist party’s executive 
two years ago and he has since 
come to represent the more lib¬ 
eral wing of the party that 
opposes the so-called guerristos 
entrenched in the party head¬ 
quarters. Mr Solana’s promo¬ 
tion to the Foreign Ministry 
not only highlights the grow¬ 
ing estrangement between Mr 
Gonzalez and Mr Guerra. It 
also converts Mr Solana into a 
main contender to lead the 
government should Mr Gonz¬ 
alez choose to stand down. 

By asking Mr Solana to take 
on the Foreign Ministry, Mr 
Gonzalez has clearly stated his 
preferences. The signal was 
made all the stronger by the 
prime minister's decision to 
replace Mr Solana with Mr 
Alfredo Perez Rubalcaba, the 
secretary of state for educa- 



Solana: on party's liberal wing 

tion, who is an outspoken guer- 
rista opponent, and to keep Mr 
Carlos Solchaga, the main 
architect of the government’s 
confrontation with the unions, 
as economy and finance 
minister. 

Mr Guerra’s camp had hoped 
that the resignation of Mr 
Fernandez Ordoflez would lead 
to a big cabinet reshuffle in 


International businesses and individual investors 
worldwide have found the advantages offered by Malta 
to be highly attractive. 

9 A perfect location 9 Measurably lower operating costs 
9 Fiscal and other benefits 9 A vailability of qualified professionals 
9 Highly educated, English speaking workforce 9 Security ; 

and more... ; 

In Malta you will be in the best of company... in a perfect climate 


For more information please contact: 

Malta International Business Authority 

Palazzo Spinola, P.O. Box St. Julians 29, Malta. 

Tel: (+356) 344230 Fax: (+356) 344334 Telex: 1692 MIBA MW 


Cassoni: manager who made it 
on the world business stage 


which Mr Solchaga would 
leave the government 

The appointments follow a 
weekend closed-door meeting 
at the Socialist headquarters in 
which Mr Gonzalez, as party 
leader, allegedly issued a stem 
warning against what, he- 
viewed as the narrow sectari¬ 
anism of the party executive. 

Yesterday, Mr Solana said 
the thrust of Spanish diplo¬ 
macy was well established and 
that “a new foreign minister 
did not mean a Dew foreign, 
policy”. In practise Mr Gonz¬ 
alez, who over the years has. 
increasingly relished his role 
as an international statesman, 
keeps a tight rein on policy. 

Mr Solana cap nevertheless 
be expected to be tougher than 
Mr Fernandez Ordofiez, his 
affable predecessor, when, it.. 
comes to pursuing Spain's spe¬ 
cial interests hr the EC. At the 
top of Spain's agenda for. next 
weekend's Lisbon summit is' 
the belief that the Community 
should be “deepened” before It 
is “widened" and that the cohfr 
sion binds agreed at the Maas-' 
tricht summit last December - 
should be honoured. 
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MR Vittorio Cassoni, former 
chief executive of Italy’s Oli¬ 
vetti computers and office 
equipment group and one of 
the mast highly respected fig¬ 
ures in the world computer 
industry, died in Milan on Sun¬ 
day of a brain tumour. 

Although only 51. Mr Cas¬ 
soni, who began his career at 
IBM in Italy, progressed 
quickly through the industry, 
becoming in 1986 the head of 
the computers division at 
AT&T, tbe US telecommunica¬ 
tions giant 

Mr Cassoni subsequently 
moved back to Olivetti, where 
he had formerly been head or 
US operations, to become chief 


executive in 1988. 

His ambitions for the com¬ 
pany coincided with one of the 
most turbulent periods in the 
information technology indus¬ 
try. when the problems of 
greater competition and tech¬ 
nological progress were soon 
felt on Olivetti’s earnings, and 
contributed indirectly to his 
departure from the group ear¬ 
lier this year. 

There followed a radical 
restructuring which meant the 
virtual disappearance of the 
partly-overlapping divirions for 
product groups set up In 1989 
by Mr Cassoni when he became 
managing director. 

Mr Cassoni, who had under¬ 


gone surgery for cancer in 
1991, moved to a new post 
heading the office equipment 
activities of Xerox, the US com¬ 
puters and office equipment 
group, earlier this year. How¬ 
ever an unexpected bout of ill 
health obliged him to leave his 
new position within a matter 
of days of arriving. 

A tough but always fair boss. 
Mr Cassoni was one of only a 
handful of top I talian manag¬ 
ers to make an impact on the 
world business stage, a posi¬ 
tion reinforced by his forth¬ 
coming manner -and open atti¬ 
tude to the media. 
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By ChrysUa Fraoland 
In Dagomys . 

UKRAINE and ■ -Russia' 
yesterday ended months of ten¬ 
sion with a decision to draw up 
a treaty normalising their rela¬ 
tions and an agreement, -in 
principle, on the division of the 
contested Black Sea fleet 

The first summit meeting of 
Mr Boris Yeltsin and Mr Leo¬ 
nid Kravchuk, the Russian and 
Ukrainian presidents, since the 
collapse of the Soviet Union, 
was held in- the Black Sea 
resort of Dagomys yesterday. It 
follows a long-running dispute 
over the Beet arid Ukrainian 
fears, that Russia would seek to 
dominate the new state. 

However, in a notably 
friendly-atmosphere, the presi¬ 
dents vowed to work towards a 
broad political treaty that 
would entrench a new bilateral 
relationship. This was in sharp 
contrast to the*CIS meetings, 
which have been characterised 
by friction and disagreement 
between the two states. 

The presidents agreed, in 
principle, .that- the Black Sea 


fleet should be divided between 
the two states, in shares to he 
agreed,'and that ports would 
be jointly used and main¬ 
tained. 

As Mr Kravchuk pointed out, 
this decision, which still leaves 
the prickliest problem of the 
actual division unresolved, 
marks a change in that it cots 
the Commonwealth of Indepen¬ 
dent-States’ military structure 
out of the negotiations. 

Despite the two presidents' 
assertions that the CIS will not 
perish, bilateral Russian-Ukral- 
nian meetings, which are to 
become regular events, seem 
likely to replace the CCS as the 
arena in which disputes 
between the two largest former 
Soviet republics are resolved. 

Headway was also made on 
the economic front, with agree¬ 
ment reached on a mechanism 
for the introduction of a sepa¬ 
rate Ukrainian currency and a 
quid pro quo shift to world 
trade prices. 

However, the two Slavic 
giants skirted around other 
more contentious political dis¬ 
putes such as the Crimea. 
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F RANCE is the latest of 
several' industrialised 
countries to find that 
rising joblessness has put Its 
unemployment benefit system 
unde r serious financial strain. 

Employers and unions are 
haggling over how to prevent 
the collapse of their unemploy¬ 
ment pay scheme, Unedic, the 
sole source of income for L7m 
jobless people. 

Two-thirds funded by 
employers and one third by 
workers, Unedic is FFrlSbn 
(£i-52bn) in the red and the 
deficit is; growing by FFrlbn 


Employers and 
unions are counting 
the costs, writes . . 

William Dawkins 


per month. 

The, Patronat employers’ 
organisation which called the 
emergency talks, says that 
nniBaa something is done, Une¬ 
dic will run out of cash from 
October. 

.The Unedic crisis conus at a 
time of par alle l difficulties in 
other countries: the US and 
Sweden are debating bow to 
meet growing demands on 
their benefit systems; Spanish 
plans to cut state benefits have 
provoked protest strikes;; and 
the German system is under 
considerable strain. France 
stands out for being the coun¬ 
try where the unemployment 
benefit system has come clos¬ 
est to financial collapse. 

Unedic was founded on a 
partnership principle sha ri n g 
costs between companies and 
employees. It is not state- 
funded and, accordingly, Mrs 
Marttne Aubry, the labour 
minister, has kept out of the 
talks beyond warning that the 
state cannot be expected to bail 
it out 

The scheme was devised at a 
tfmft when French unemploy¬ 
ment was around 140,000. a 
fraction of today's 23m. Over 


the past year, an extra' 200,000 
people have signed on to Une¬ 
dic, as companies cut costs. 
Unedic expects to spend 
FFrl05bn in 1992, up from 
FFr94bn last year. The part¬ 
ners agreed a rise in contribu¬ 
tions last December, but this 
proved not nearly enough. 

They face several options. 
First the unions want employ¬ 
ers’ and workers’ contributions 
raised to boost income. The 
Patronat argues that a further 
rise in France’s already high 
social security costs is likely to 
worsen- unemployment and 
increase. the strain on Unedic. 
Mrs Aubry agrees. 

Employers and unions 
appear Iks far apart on other 
options, where they are argu¬ 
ing details rather than princi¬ 
ples. One possibility is for Une¬ 
dic to make cash flow savings 
by delaying payments. Recipi¬ 
ents of assistance now get their 
money three days after losing 
their jobs. The Patronat esti¬ 
mates- savings of FFr200m per 
year for every day of delayed 
payments. The unions are 
likely to accept a short delay. 

A nother option is to 
reduce the amount of 
benefits per period of 
contribution. Currently, a 
worker who has been paying 
Unedic contributions for a year 
is entitled to 14 months of ben¬ 
efits, rising to five years of 
benefit for two years’ contribu¬ 
tions. When the Unedic bene¬ 
fits rim out, the unemployed 
then claim state social secu¬ 
rity, already grappling with its 
own deficit 

The Patronat argues that 
French unemployment entitle¬ 
ments should come closer into 
line with contributions. 

The final option, already 
being applied, is to increase 
the costs to companies of mak¬ 
ing redundancies among older 
workers. Around a quarter of 
Unedic’s budget goes on bene¬ 
fits for those over 56, who have 
taken the brunt of the recent 
redundancies. 
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Moldova youths flaunt the machines of war 



An unidentified commander inspects Moldovan army reservists yesterday as they prepare to nun fire positions near Bendery 


By ChrysUa Freeland, 
recently Jn Bendery 

WHEN their armoured 
personnel carrier, was disabled 
in the bloody fighting in Ben¬ 
dery, eastern Moldova, winch 
claime d hundreds of lives over 
the weekend, Sergei, Slava and 
replaced it more casu¬ 
ally than American teenagers 
getting a new set of wheels 
after a car accident 

“Wb just went to the 59th 
Division of the 14th Army, 
spoke with the local, com¬ 
mander and he gave us this 
baby," said 21 -year-old Sergei 
Zubkov, a fighter with the 
Trans Dnestr forces who are 
attempting to break away from 
Moldova and have won the 
help of the Russian army.' 

‘’The commander and the 
boys of the 59th Division all 
know us, so they gave us a 
new APCr he said, proudly 
banging the coffee-coloured 
metal sides of the vehicle he 
now drives. 

Like many young men driv¬ 
ing powerful new machines, 
Mr Zubkov is only too happy to 
offer admirers a lift. 

Racing with him across the 
bridge over the Dnestr river- 
the most important strategic 
point in the region - is an oddly 
cheerftil experience. 

The boys generously offer a 
nibble of their food or a drag of 
the cigarettes they smoke in 
complete disregard for the 



A United Nations fact-finding 
mission will leave for Moldova 
towards the end of the week, a 
UN spokesman said yesterday. 
Reuter reports. The mission 
will be led by Mr GUberto 
Schlfttler, a senior Brazilian 
official in the UN department 
of political affairs. 


brand new ammunition 
stacked high inside their car¬ 
rier and present a few ballets 
as souvenirs. 

The scene appeared to turn 
ugly when the APC pulled up 
to the bullet-ridden city coun¬ 
cil building in Bendery, which 
is at the heart of the bloody 


dova, whose population is of 
predominantly ethnic Roma¬ 
nian origin. 

A square-jawed man toting a 
machin e-gun emerged to pro¬ 
vide cover against Moldovan 
snipers. 

He turned out to be Mr 
Viacheslav Kogut, the mayor, 


attack Is due to start”. 

Huddled in a crowded base¬ 
ment roam where stockpiles of 
increasingly scarce bread vied 
for space with bandages, Mr 
Kogufs answers were peppered 
with grim questions from his 
assistants. 

What to do with the hun¬ 
dreds of corpses rotting in the 
streets? 


Bury them, was the 
no-rxmsense answer. 

A desperate woman called 
wondering how to flee the city. 
“Walk across the bridge like 
everyone else,” snapped the 
mayor, then slammed down 
the. receiver and launched into 
a diatribe on the ways In 
which the Soviet regime had 
deprived its citizens of individ¬ 


ual initiative. 

The interview came to an 
abrupt halt when a fresh 
attack forced the building to be 
evacuated. 

Sergei, Slava and Sasha were 
gone. But, more readily than a 
taxi in downtown London, two 
young drivers of another AFC 
volunteered to drive back 
across the river. 


battle between the Slavic sepa- and offered to talk for 10 min- 
ratists and the forces of Mol- utes “because then the next 
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HELPING TO REBUILD INDUSTRY WAS A 
REWARDING EXPERIENCE. NOW FOR ANOTHER. 



He enjoyed his work. 
The greater the challenge, 
the better. And now he 
needed to get down to 
some heavy paperwork 
and a light lunch. ^ 
u Take me to the Hilton 
His favourite hotel offered 
the things he appreciated 
most: pleasant, courteous 
service, business facilities 
close at hand, and aU he 
could possibly wish for in 
creature comforts. 

If everything worked 
with the same smooth 
efficiency as the Hilton, 
he smiled to himself, he'd 
be out of a job ... 

Fbr reservations around 
the world, including over 
70 hotels in Europe and 
the Middle East, call your 
nearest Hilton, your travel 
agent or Hilton Reservation 
Service: UK0800 289 303, 
Germany 0130 2345, 
France 05 31 80 40. 

fSTERKATISNU 


THE HILTON • THE HOTEL 


AUSTRIA ■ BAHRAIN BELGIUM ■ CYPRUS ■ FRANCE ■ GERMANY ■ GREECE ■ HUNGARY ■ ISRAEL ■ ITALY 
MALTA ■ NETHERLANDS SPAIN ■ SWITZERLAND ■ TURKEY ■ UNITED ARAB EMIRATES ■ UNITED KINGDOM 







































mat * r TfMFC WEDNESDAY JUNE 24 1992 



Man in a Ferrari wants Australia in overdrive 


Conservative opposition leader John Hewson thinks he can win the next election, writes Kevin Brown 


A SK AN Australian 
what he knows about 
Mr John Hewson, 
leader of the conservative 
opposition, and the answer will 
usually come in two parts: he 
drives a Ferrari, and he thinks 
he can win a federal election 
by promising to introduce a 
new tax. 

It is an image which has. 
been ruthlessly exploited by 

Mr Paul Keating, the embattled 

Labor prime minister, who 
never misses an opportunity to 
depict bfr Hewson as a rich 
dilettante who wants to raise 
taxes for ordinary people. 

Yet Australians are becom¬ 
ing increasingly aware that 
there is more to Ur Hewson 
than meets the eye. For one 
thing he seems a bit eccentric: 
he doesn’t so much drive a 
Ferrari as keep one in his 
garage, mainly because he 
admires the marque's sense of 
style and engineering effi¬ 
ciency. Mr Keating, himself a 
wealthy man, has a similar 
passion for French Second 
Empire docks. 

Mr Hewson hails from the 
same working class suburbs in 
western Sydney as Ur Keating. 
Unlike the prime minister, who 
left school at 14 and graduated 
to Labor politics via a pop 
group, Mr Hewson gained a 
PhD in economics and worked 
as a university teacher and 
merchant banker before enter¬ 
ing pa rliame nt. However, it is 


his decision to commit the 
opposition to the introduction 
of a 15 per cent goods and ser¬ 
vices tax (GST), modelled on a 
European-style value added 
tax. which has attracted the 
heaviest See from the govern¬ 
ment artillery. 

Mr Keating's portrait of a 
callous opposition leader 
unable to grasp the human 
impact of bis compute-driven, 
economics has had some effect, 
even thnng h the prime minis¬ 
ter’s credibility is reduced by 
his own foiled attempt to intro¬ 
duce such a tax in 1985. 

Why, many wonder, did Mr 
Hewson not simply sit back 
and wait for Labor’s tired and 
dispirited government to 
collapse? 

- The answer seems to be in 
two parts. First, although 
Labor appeared to be in deep 
trouble at the end of last year, 
there was no guarantee that 
the government would con¬ 
tinue to fade until the election, 
which must be held by next 
June. 

The conservatives lost the 
last election in 1990 in spite of 
being widely expected to win, 
and a negative strategy could 
have allowed that to happen 
again. Indeed, Labor’s chances 
have improved since Mr Keat¬ 
ing replaced Mr Bob Hawke as 
prime minis ter in December. 

Mr Hewson, who leads the 
urban-based liberal Party, also 
to bear in mind the capac- 



Hewsonc thinks his tax promises win make him prime minister 


ity of the National Parly, his 
rural-based coalition partner, 
to self-destruct under pressure. 
National Party indiscipline 
cost the conservatives the 1987 
election, when Sir Jo Bjelke- 
Petersen, the former Queens¬ 
land premier, split the vote by 
mounting an independent 
camp aign. 

Furthermore, Mr Hewson 
was convinced when be took 
over as opposition leader In 
1990 that voters were sick of 
Hie conservatives' opportunis¬ 
tic changes of policy since the 


coalition lost power in 1988. In 
1990, for example, voters went 
to the polls unsure what oppo¬ 
sition policy was in the impor¬ 
tant areas of health and indus¬ 
trial relations; The result was 
"FightbackT, a comprehensive 
policy statement which deliber¬ 
ately co mmi ts a coalition gov¬ 
ernment to a detailed pro¬ 
gramme which leaves little 
room for doubt about what the 
conservatives represent 
Undo' the coalition, protec¬ 
tive tariffs would be virtually 
eliminated, the centralised 


industrial relations system 
would be abandoned in favour 
of collective bargaining, the 
government would close or pri¬ 
vatise most of its commercial 
activities, and tax reform 
would switch the emphasis 
from direct to indirect taxes. 

The coalition would also pro¬ 
mote the development of Aus¬ 
tralia's mineral assets, one of 
its mam areas of comparative 
advantage, by reducing the 
delaying power of environmen¬ 
tal and Aboriginal heritage lob¬ 
bies, and removing restrictions 
on uranium mining . At the 
macro-economic level, there 
would be moves towards an 
independent central bank in an 
attempt to lock in tow infla¬ 
tion. It adds up to a radical 
shift to the free market which 
Would speed up and extend the 
tentative moves away from 
protection and regulation. 

Mr Hewson describes “Fight- 
back!” as an attempt to address 
interrelated issues comprehen¬ 
sively, rather than through the 
piecemeal initiatives which 
have characterised much of 
Labor policy-making. 

“It Is radical, hot people have 
very widely accepted that there 
Is a need for a pretty compre¬ 
hensive change in Australia,* 
he says. “I have always 
believed that good economics 
is good politics, and that if you 
advocate the right policies it is 
very hard to knock them over.” 

Nevertheless, Mr Hewson is 


painfully aware that the pack¬ 
age stands or falls on his abil¬ 
ity to communicate the core 
message that the GST element 
is e ss en tial, and that voters 
will be compensated. He says 
there Is widespread under¬ 
standing that direct taxes will 
be reduced for most taxpayers, 
while the coalition will also 
abolish seven existing indirect 
taxes, including payroll tax, 
wholesale sales tax and petro¬ 
leum excise tax. 

The opinion polls appear to 
bear out tins interpretation. 
Labor has recovered strongly 
since Ur Keating took over as 
prTmp minister but has been 
npghie to shake the coalition’s 
lo ad Hearteningly for Mr Hew¬ 
son, support for Labor has 
declined recently in the face at 
corruption allegations and 
slower economic growth. 

“Fightback!” has already 
claimed the significant scalp of 
Mr Hawke, who was ousted 
because of his failure to 
respond convincingly to the 
coalition challenge. Mr Keating 

has proved a harder nut for the 
opposition to crack, but Mr 
Hewson affects a growing con¬ 
fidence that it can be done. 
“People think Hewson has a 
plan for Australia, and that is 
what they want,” he says. 
“Keating is running scared 
because he knows that we 
have the policies to do the job. 
All you get with Keating is a 
lot of colour " 


Japan will lend more 
to India this year 


JAPAN has promised to extend 
loans worth Ylll.91bn 
(£476-2lm) to India in the year 
ending next March, a Japanese 
Foreign Ministry official said 
yesterday, Reuter reports from 
Tokyo. ’Hiis represented a 5 
per cent rise from the Yl06.59b 
in loans to India a year earlier, 
he said. 

The loans to be extended In 
1992-93 will be used for various 
public works projects, the min¬ 
istry official said. 

Mr P.V. Narasimha Rao, 
India’s prime minister, arrived 
in Japan on Monday tar a five- 
day official visit He and Mr 
KHchi Miyazawa, his Japanese 
counterpart met yesterday for 
fUanuarinna nn various interna¬ 
tional issues. 

’Hie two men also agreed to 
hold talks on promoting the 
non-proliferation of nuclear 
weapons, although datafls have 


yet to be decided, the official 
said. 

India, which exploded a 
nuclear device in 1974, has 
repeatedly stressed that its 
nuclear programme Is peacefiiL 
However, it has refused to sign 
the Nuclear Non-Pro) iteration 
Treaty (NPT) which it believes 
discriminates In favour of 
arteting nuclear powers, it has 
said it will not change its posi¬ 
tion at least until 1995 when 
the treaty is reviewed. 

India has also said it also 
objects to a US-backed proposal 
for a five-power conference to 
create a zone free of nuclear 
weapons in south Asia, based 
on the belief that nudear disar¬ 
mament is a global problem. 

Mr Rao repeated India’s 
objection to signing the NPT; 
his Japanese host suggested 
New Delhi give the matter fur¬ 
ther consideration. 


Hong Kong 
court clears 
seven of 


corruption 


By Simon Hofberton 
In Hong Kong 



The LAST \PDRD 
IN HOTELS HAS 

been Translated 

INTO J APANESE. 


The Four Seasons Tokyo, in the tamed 
Chinzan-so Gardens, places you within easy 
reach of Loth the Imperial Palace and the 
Shinjuku business district. 

Enjoy a limousine to the Marunouchx 
district, and also transportation to nearby 
subway stations, with our compliments. 

The 286 spacious guest rooms boast 
both multiline telephones and connections 
lor computer modems and fax machines. 

And each of our rooms is served hy 24- 
hour multilingual concierges. 

For reservations, please telephone your t . 

travel counselor or call 081-941-7941 in 
London; in Tokyo, (03) 3943-2222. 

And ask for more details about the hotel 
that in any language truly speaks for itself. 


four Seasons Hotel 

CHINZAN-SQ TOKYO 


THE Hoag Kong stock 
exchange corruption trial 
ended dramatically yesterday 
when tiie seven men charged 
were found not guilty after 
nearly two days of delibera¬ 
tion by the jury. 

The High Court trial, which 
sprang from investigations 
into the of Mr Ronald 

U. the former head of the 
Hong Kong Stock Exchange, 
casta doubt over similar 
charges to which Mr U last 
year pleaded guilty. 

It is unclear, however, 
whether the verdict will affect 
the four-year prison s entence 
he received in October 1990 for 
soliciting preferential alloca¬ 
tions of shares in companies 
due to he listed on the 
exchange. 

In the trial just ended, six 
defendants wav charged with 
accepting or soliciting prefer¬ 
ential allocations of shares. 
The seventh, Mr Li’s son 
Alfred, was charged with aid¬ 
ing and abetting the other 
defendants. On Satnrday, Mr 
Jostice Mortimer, told the jury 
that a ruling by the Appeal 
Court concerning the applica¬ 
tion of the colony’s Bill of 
Bights had altered the basis 
upon which they were to judge 
the allegations against the six. 

The Appeal Court removed 
the offence of unlawful posses¬ 
sion from the colony’s law 
after it found that it. was 
inconsistent with the. BUI of 
Rights ruling that a person is 
innocent until proven guilty. 

The Appeal Court ruling 
meant that the defendants no 
longer had to prove they had 
permission, lawful authority, 
or reasonable excuse, to accept 
the shares. 


Ethiopian faction 
quits government 


One of Ethiopia's main politi¬ 
cal factions, the Oromo Libera-, 
tion Front, said yesterday that 
it was withdrawing from the 
Interim government formed 
after the overthrow of the 
Mengistu regime last year, 
Reuter reports from Addis 
Ababa. 

The OLF move came after it 
boycotted elections after dis¬ 
putes with the dominant Ethi¬ 
opian People’s Revolutionary 
Democratic Front 
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ISRAEL’S WAY 
OF VOTING 


□ Vote: turnout in Israel is 
usually around 80 per cent 

□ Of the 3.4m eligible voters, 
more than 500,000 are casting 
ballots for the first time. These 
include more than 300,000 

hninipunfei, mnrf rtf thpm 

from the former Soviet Union. 
□About 394,000 eligible voters 
are Israeli Arabs. 

□ The 1.75m Palestinians of 

the West Bank and Strip 

are ineligible to vote. They 
have been banned from Israel 
during election day. Most of 
the 150,000 Arabs of East 
Jerusalem who refused Israeli 
citizenship are also 
disqualified from voting. 
□Voters may choose only one 
of 2S parties contesting the 
120 Knesset seats. Electoral 
rules say a party most receive 
L5 per cent of the vote to 
qualify for a seat in 

parliament. Thta plhnlnnt pa 
many smaller parties. Those 
that qualify spbt the 1X0 seats 
based on the number of votes 
they receive- In foe 1988 
election, a seat was worth 
I8£63 votes. This year the 
forecast is about 22 JJ 00 votes. 
□Israeli MPs do not represent 
any geographical constituency. 


State of the parties 
In outgoing parfiamant 


Ukud 

New Liberal Party 
Tahfya 
Motedet 
TaonMt 

United Tom Jewry 
National ReUgtous 


An armed Israeli settler voting yesterday in Hebron 



Herzog urges electoral reform 


By Hugh Camogy tai 
Jerusalem 


ISRAEL'S President Chaim 
Herzog, speaking as the coun¬ 
try voted in a general election, 
yesterday called for a change 
in the Jewish state’s frag¬ 
mented parliamentary system 
to produce stable government 

He wants to end the situa¬ 
tion whereby any of a dozen 
small parties which manages 
to gain a foothold in parlia¬ 
ment can hold the larger par¬ 
ties to ransom in Intense coali¬ 
tion bargaining. 

The bargaining will com¬ 
mence today and, on past 
record, could last for weeks 


before an administration is 
formed. Israel’s form of pure 
proportional representation, 
with no system of local constit¬ 
uency representation, meant 
neither the ruling Likud party 
nor the opposition Labour 
party would win a majority In 
yesterday’s vote. 

Labour was hoping opinion 
poll predictions giving it a lead 
over the Likud would prove 
correct, giving Mr Yitzhak 
Rabin, the party leader, the 
advantage in the process of 
building a coalition from 
among some 15 parties expec¬ 
ted to win seats In the Knesset 

Mr Rabin, committed to trad¬ 
ing some of the occupied terri¬ 


tories in exchange for peace, 
wants to accelerate peace nego¬ 
tiations in which the Likud, 
under Prime Minister V itebsk 
Shamir has rejected the “land 
for peace” formula demanded 
by the Arab side. 

Mr Herzog complained as he 
cast his vote: “This is the sixth 
time in nine years that I am 
going through this experience 
of Imposing or granting the job 
of forming a government on 
someone.” An amaiflmpnt to 
the system allowing for direct 
election of the prime minister, 
in parallel with the party pofl, 
is to take effect in the next 
election. But Mr Herzog said 
reform should go further. 


India faces battle over presidency 


By K K Sharma In New Delhi 


THE CONTEST for the post of 
the president of India - nor¬ 
mally a straightforward elec¬ 
tion for a ceremonial position 
- seems to be taming into a 
bitter battle between the ruling 
Congress party and Us 

opponents.... 

■ The Congress party last 
week nominated Mr. Shankar 
Dayal Sharma, the country’s 
vice-president, for toe election 
in July to replace the incum¬ 
bent, Mr R. Venfcataraman. 

In doing so, Mr PV'Nara- 
gftnhfl Rao, the prime minister 
and party leader, did not hold 
consultations with the opposi¬ 
tion parties, abandoning his 


proclaimed stand of being a 
consensus seeker. The opposi¬ 
tion retaliated by seeking a 
candidate 'to oppose Mr 
Sharma, but in so doing 
exposed Us deep political divi¬ 
sions. 

First, the opposition insisted 
that it should be allowed to 
decide who the vice-president 
should be if Mr Sharma were 
elected. Then, Mr VP Singh, 
the former prime minister and 
leader of Janata Dal, created 
controversy by maintaining 
that the next president should 
belong to what are known as 
the scheduled castes (Aarffans) 
ora tribe considered backward 
under the constitution. 

The opposition parties found 


it difficult to find a common 
candidate despite a series of 
consultations they have held 
among themselves. Mr G G 
Swell, a former deputy speaker 
of the Indian parliament and a 
former diplomat, has found the 
most support and he is expec¬ 
ted to run against Mr Shaaaa. 
He is from a tribal background 
in the north-eastern state of 
Meghalaya. 

Mr Swell is, however, not 
supported by toe Marxists and 
Left parties who have wel¬ 
comed Mr Sharma’s choice. In 
the meantime, yi Ktfher opposi¬ 
tion leader, Mr Ram Jethma- 
lani, a lawyer, has left the Jan¬ 
ata Dal for failing to nominate 
him for the post and has 


declared his own candidature. 
Opposition parties are continu¬ 
ing their talks and yesterday 
the Bharatiya Janata Party, 
the Hindu revivalist party 
which is the largest opposition 
grouping, declared its support 
for Mr Swell. A hard-fought 
contest now appears inevitable. 

The president is chosen by 
an electoral college made up by 
the two houses of parliament 
and the state legislatures. 
While opposition differences 
strengthen the chances of Mr 
Sharma, his election is by no 
means a certainty because the 
Congress is in a minority in 
parliament and a number of 
states are ruled by non-Con- 
gress parties. 
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Bosses can restrict holiday time 


Employees’ lot 
dealt blow by 


Japanese court 


By Staten Wagsfyl In Tokyo 


THE Japanese Supreme 
Court yesterday rejected an 
appeal from a company 
worker who protested about 
his employers' attempts to 
cut short his holidays. 

The judgment was widely 
seen as a setback for efforts 
to cut working hours, reduce 
unpaid overtime and gener¬ 
ally improve the lot of the 
Japanese company employee. 
Trade union organisations 
expressed dismay about the 
court’s verdict, saying it went 
against the trend of current 

thinking . 

The case concerns Mr 
Tostuaki Yamaguchi, a jour¬ 
nalist who covered science 
and technology for Jiji Press, 
a news agency. In the sum¬ 
mer of 1980, he wanted to 
a 32-day holiday, includ¬ 
ing 24 days’ paid holiday, to 
go to Europe to study the 
nuclear industry. 

Jtfl did not dispute Mr 
Yamaguchi’s holiday entitle¬ 
ment, but declined to allow 
him to take more than 15 
days off consecutively. When 
Mr Yamaguchi took 30 days 
off, he was reprimanded and 
fined with a cut in his winter 
bonus. 

Mr Yamaguchi claimed 
7750,000 (£3,190) in compensa¬ 
tion and took his claim to the 
courts. When the Tokyo Dis¬ 
trict Court rejected his claim, 
he appealed to the High 
Court, which upheld his suit 
and ordered Jill to pay Mr 
Yamaguchi compensation. 
The court ruled Mr Yamagu¬ 
chi had a right to take a long 
holiday. It noted Mr Yamagu- 
chi’s absence did not disrupt 
the work of bis section since 
he had made efforts to * 
arrange for other journalists 
to cover for him. 

But the Supreme Court yes¬ 
terday cancelled the compen¬ 
sation order, saying that the 
timing of a long holiday 
should he decided at an 
employer’s discretion. 
Employees who. planned Jong.. 
holidays should take their 
employers’ interest Into 
account in deciding the tim e 
and length of long holidays, 
said the court If they did not, 
an employer had the right to 
intervene and instruct an 
employee to change his plans. 
Jiji had not exercised this 
right unreasonably. The 
court sent the case back to 
the High Court for further 
deliberation. 

Commenting on the case, 
Nikkeiren, a leading employ- 
era’ federation, said the judg¬ 


ment “couldn't have been 
better”, since it confirmed 
that employees were required 
to consult employers if they 
planned long holidays. 

But Mr Seigo Yamada, sec¬ 
retary general of Rengo, a 
trade union confederation, 
said the judgment ignored 
the fact that an individual’s 
will should be treated with 
maximum respect as far as 
the timing and duration of 
holidays was concealed. 

Mr Yamaguchi, who still 
works for Jiji. said the 
Supreme Court had lost an 
opportunity to establish that 
Japanese had the right to 
take long holidays like west¬ 
erners. He said he had taken 


Employees are so 
busy they take 
onJy an average of 
eight days’ holiday 


a month-long holiday every 
year and would continue to 
do so until be retired. 

Most Japanese company 
workers would be delighted 
to take holidays even half as 
long as Mr Yamaguchl’s. 
Large Japanese companies, 
Including financial and indus¬ 
trial groups, allow staff an 
average of 15 days’ paid leave 
a year. But employees are so 
busy that they take only an 
average of eight days’ holi¬ 
day- 

The law protects workers' 
rights to take paid holidays, 
but many people surrender 
their entitlements “volun¬ 
tarily” for fear of pressure 
from colleagues. For similar 
reasons, workers “volun¬ 
tarily” count sick leave as 
holiday. 

• Japan will go to the polls 
on July 26 in nationwide elec¬ 
tions for the upper house of 
parliament, the government 
announced yesterday, Reuter 
adds from Tokyo. 

ft will be the first big elec- 
: tonal test forj^ruae Minister 
Kiichi Miyazawa, who took 
office last November. 

, His Liberal Democratic 
Party (LDP) will be looking to 
do better than in 1989 when, 
with sex and corruption scan¬ 
dals tainting the cabinet and 
party leaderships lost con¬ 
trol of the upper house for 
the first time since 1955. 

But the conservative, pro- 
business.LDP, in unbroken 
power now for 37 years, 
retains its stable majority in 
the more powerful lower 
house. . . 
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Inside knowledge can be so valuable. 

The biggest car fleet operator in Europe is a 
company called PHH AllStar. They're responsible 
for the care and maintenance of some 115,000 
cars: a figure that includes 900 Jaguars,. 1,800 
Mercedes and 4,200 BMWs. * 

PHH compile regular surveys of their cars' 
costs: they're essential to the success of their 
business. 

The surveys are of course, totally objective 
and independent of any car manufacturer But the 
results are quite unashamedly biased in favour of 
the BMW 7 Series. 


+31% 


Indeed, armed with this knowledge, one 
wonders what self-respecting Chief Executive 
could possibly be seen driving anything but the 
BMW 730i. (Especially by another Chief Executive.) 

There's that nagging thought if one's company 
car fails to demonstrate optimum efficiency, per¬ 
formance and drive, mightthe same be assumed 
of ones company? 


r To: BMW Information Service, WmterhiH, MBton 
I Keynes MK61HQ. Telephone 0908 249189. 
I Please send me further information on the 
{ BMW 7 Series, including details on the PHH rurh 
| ning cost data and the name of my local dealer 


(MrMrs,MissetcJ Initial Surname 


THE ULTIMATE DRIVINGMACHINJEj 
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Election rivals 
condemn Perot 
‘investigations’ 


By Jurek Martin 
tn Washington 

PRESIDENT George Bush and 
Mr Bill Clinton nrrifgrf yester¬ 
day to condemn private inves¬ 
tigations of prominent public 
figures allegedly ordered by Mr 
Ross Perot, the likely indepen¬ 
dent presidential candidate. 

Mr Bush took umbrage at 
the reports of Mr Perot's Inves¬ 
tigations, describing them as 
“beyond the pale” in a televi¬ 
sion programme to be shown 
this week. Mr Clinton, the pro¬ 
spective Democratic candidate, 
yesterday attacked the alleged 
investigations into the presi¬ 
dent and his family 

However, Mr Tom Luce, a 
senior aide to Mr Perot, dis¬ 
missed as distortions reports 
that the Texas businessman 
had ordered the probes. “There 
were no investigations, no 
detectives.” The charges 
against Mr Perot earma “from 


the people who have speci¬ 
alised In saying 'well do what¬ 
ever it takes to win’/* he said. 

Vice-President Dan Quayle, 
who has led the recent Repub¬ 
lican assault on Mr Perot's 
penchant for activities he says 
show contempt for the law, 
chipped in by pointing out the 
danger to civil liberties of a 
President Perot in charge of 
the TRS, the FBI and CIA”. 

The particular bone of con¬ 
tention is a Washington Post 
report on Sunday covering 
alleged Perot-inspired probes 
into the business dealings of 
the president, his family and 
associates- It highlighted an 
incident in 1988 when Mr Perot 
personally turned over to the 
newspaper documents relating 
to a $48m (£26.9m) Pennzoil 
tease transaction said to have 
benefited those close to the 
then vice-president 

Mr Luce said yesterday this 
was “a highly questionable 



Boss Perot: tuned over documents relating to a S48m Pennzoil lease transaction 


t ransactio n," details of which 
had been given to Mr Perot and 
passed on to the newspaper as 
a matter of public interest No 
investigation of Mr Bush has 
been ordered, he added. 

However, other reports have 
also hi g hli g hted examples of 
Mr Perot's alleged proclivity to 
order background checks on 
those who might have dis¬ 
pleased him. 

This latest controversy was 


not apparently a Cactor in a 
New York Times poll yester¬ 
day, which reported a doubling 
in Mr Perot’s unfavourable rat¬ 
ing compared with a previous 
survey in April. His comments 
that wealthier-US pensioners 
should give up social security 
benefits went down with a 
thud. 

However, the poll also found 
Mr Bush and Mr Clinton in 
worse shape. Approval for the 


Industrial disputes could trigger US rail chaos 


By NBckl Taft 
In New York 

THE US rail system was braced 
yesterday for possible coast-to-coast 
industrial action which could bring 
chaos to both freight and passenger 
services. Talks between rail unions and 
operators were continuing up to a mid¬ 
night deadline yesterday. 

Amtrak, which runs passenger ser¬ 
vices across the US, had already can¬ 
celled about 50 overnight runs, to pre¬ 
vent passengers being stranded. 

It was also refusing to take 
long-distance reservations for today 


and tomorrow and negotiating 
stand-by arrangements with bus com¬ 
panies and airlines. Greyhound, the 
largest long-distance bus operator, said 
it had agreed to accept Amtrak tickets 
on ail routes, while special arrange¬ 
ments had also been made between 
Amtrak andUSAir. 

At issue are three separate union- 
management negotiations, all attempt¬ 
ing to establish new labour contracts. 
The first centres on talks between 
the International Association of 
Machinists and the freight railroad 
industry generally; the second con¬ 
cerns Conrafl, one of the largest freight 


operators and Its track workers; the 
third Involves Amtrak and half a dozen 

smiting. 

If strike action is called It is unclear 
whether it would occur in all three 
disputes, or just one. A strike by the 
IAM against the freight operators 
would be the most damaging, with the 
potential to shut down freight traffic 
nationally. 

However, Conrail alone serves 14 
states and abont half the freight moved 
in the US starts or ends on Conrail 
track. A strike against Amtrak would 
badly disrupt commuter traffic in met¬ 
ropolitan areas on the east coast - 


such as Boston, New York and Phila¬ 
delphia. 

Congress has special powers over the 
rail industry which allow it to enforce 
labour settlements - authority it has 
nsed as recently as last year. Union 
supporters allege that the railroad 
operators are anxious to incite strike 
action In order to drag Congress into 
the dispute. 

It is likely Congress will step in If a 
strike is called. President Garage Bush 
has met Mr Andrew Card, the new 
transport secretary, and both signalled 
that the administration was poised to 
pressure Congress to Intervene. 
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Clinton sets tax sights 
on foreign companies 


president's handling of the 
economy was lower even than 
toe depths plumbed by Presi¬ 
dent Jimmy Carter at the same 
stage, in 1980, while the Demo¬ 
crat’s capacity for strong lead¬ 
ership was viewed as lower 
than either Mr Bosh or Mr 
Perot 

The net result was that four 
out of 10 people surveyed 
expressed dissatisfaction with 
the three choices before them. 


F OREIGN companies 
have always been a 
tempting target for US 
politicians seeking to raise new 
revenues without taxing their 
voters more heavily. 

Governor Bill Clinton, the 
Democratic party’s presump¬ 
tive presidential candidate, has 
now joined the chorus of politi¬ 
cians who claim foreign com¬ 
panies evade US taxes by dis¬ 
torting the transfer prices at 
which they ship goods to their 
subsidiaries in America. 

In his new economic pro¬ 
gramme, Mr Clinton says he 
wants to raise S45tm (£243bn) 
over the next four years by 
“cracking down on foreign 
companies that prosper here 
and manipulate tax laws to 
their advantage”. 

His proposals on transfer pri¬ 
cing echo those contained in a 
bin submitted jointly by Mr 
Dan Bostenkowski and Mr Bill 
Gradison, the Democratic and 
Republican leaders of the 
House of Representatives ways 

and neaps committee. 

The changes set out by Mr 
Rostenkowskl and Mr Gradison 
are desig ned to pay for some 
gllbn of tax breaks for US- 
based multinational compa¬ 
nies, but also play along with a 
strong current of congressional 
hostility to foreign, especially 
Japanese, companies. 

The measures have provoked 
fierce international opposition 
both because of the additional 
tax burden they would create 
for some foreign companies, 
and because in several 
instances they conflict with 
the US’s bilateral tax treaties. 

Mr Rostenkowski and Mr 
Gradison have made it clear 
they do not plan to bring their 
j bill forward in the current ses¬ 
sion of Congress, but they 
intend to gauge the degree of 
support or opposition to indi¬ 
vidual components to help 
them pot together a package 
next year. With Mr Clinton 
signing on. foreign companies 
are even more concerned that 
these measures could be car¬ 
ried in the next Congress. 

Sir Robin Renwick, the Brit¬ 
ish ambassador to the US, has 
complained to Mr Nicholas 
Brady, Treasury secretary, 
about the Rostenkowski-Gradi- 
son proposals, and to warn 
they could, if passed, lead to 


pressure for retaliation. Other 
European countries have also 
registered their objections with 
Treasury tax policy officials. 

The Rostenkowski-Gradison 
bill proposes to tax foreign- 
owned companies operating in 
the US as if their profit margin 
on gross receipts were at least 
three quarters of the industry 
average, regardless of whether 
or not they in fact made a 
profit. This measure is 
prompted by congressional sus¬ 
picions that foreign companies 

The presidential 
hopeful’s new 
economic plan 
selects a tempting 
target, writes 
George Graham 

artificially lower their US prof¬ 
its by manipulating transfer 
prices with their subsidiaries. 

The transfer pricing measure 
has possibly aroused the most 
vigorous opposition from for¬ 
eign companies and govern¬ 
ments. 

The German parliament’s 
finance committee has already 
taken issue with current US 
treatment of transfer pricing - 
which many tax professionals 
complain operates under the 
scarcely veiled assumption 
that all foreign companies are 
out to cheat the Internal Reve¬ 
nue Service (IRS), and ignores 
differences In profitability 
between a company which 
actually produces and sells 
goods and one which merely 
acts as an importing conduit, 
without itself adding any 
value. Companies would lose at 
both ends as most countries 
would not allow them to 
deduct tax levied by the US on 
their hypothetical profits. 

The real purpose of the mea¬ 
sure, however, is to coerce 
companies into negotiating 
transfer pricing arrangements 
with the IRS. 

Congressman Duncan. 
Hunter of California has led 
the assault on foreign corpora¬ 
tions. On the intellectually 
dubious grounds that all com¬ 
panies ought to be making a' 
profit of at least 9 per emit on 
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assets - or efcetbey would 
not bother to invest m the US 
- he c laims foreign companies 
are cheating the US Treasury 
of more than $30bn a year. 

Mrs Shirley Peterson, IRS 
commissioner, is more circum¬ 
spect; although she says there 
may be some income shirting, 
she estimates the maximum 
tax loss at S3bn- 

Other measures m the Ros¬ 
tenkowski-Gradison package, 
however, are also provoking 
International annoyance. 

They include; 

• Excise texss levied on rein¬ 
surance premiums paid to a 
foreign company to be raised 
from 1 per cent to 4 per cent, 
and new compliance rules to 
be imposed. 

• Benefits under a US tax 
treaty with another country to 
be limited to qualified resi¬ 
dents of that country. For 
example, a UK company with 
Dutch ownership would not be 
allowed to claim zero withhold¬ 
ing under the UK-US tax 
treaty. 

The US has written a similar 
limitation of benefits clause 
into some bilateral treaties it 
has recently renegotiated, but 
this measure would impose the 
limitation regardless of what 
the treaty said. 

• Foreigners who hold 10 per 
cent or more of the stock of a 
US corporation to be taxed in 
the US on the capital gain, if 
they %I1 the stake. This clause, 
however, would not override 
any bilateral treaty provisions. 

The reinsurance excise tax 
proposal is. causing particular 
concern to British companies 
as, in current practice, they are 
exempt from the levy. “I think 
it’s going to hit hardest at 
Lloyd’s,” said Mr Bruce Lass- 
man, head of US tax affairs at 
accountants Ernst and Young 
in London. 

Overseas governments, on 
the other hand, are more irri¬ 
tated by what they see as poli¬ 
ticians' latest attempts to milk 
foreign companies because 
they influence fewer votes. 

“Every year it’s the same. 
Because of their domestic prob¬ 
lems, they cannot find revenue 
raisers without alienating one 
lobby or another, so they hit 
on the foreign companies,” 
complained a Washington- 
based diplomat. 
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PLEASE TAKE NOTICE, that on July 22, 1992 at 2.-0Qp.m.or» soon thereafter as counsel can be heart (die'Hearing Dale"), 
the Mat Adnamsuaion of Mnxweti Coanaatuatioo Corporation ("MCC") and Teoddws Limited (Teodcfass"). debtors and 
debtors in possession will move before ibe Hooorabk Tina L Brazmon. United States Baokroptcy Judge, in Room 621-2 of (be 
United States Bankruptcy Coon. United States Customs House. I Bowling Green, New Yort, New York 10004. posuant to 
Sections 363(b) and (Oof Title II. United States Code. 1] [LS.C.$f 101 fl «SJ. (the 'Bankruptcy Code’), and Rules 2002.600k 
9007 nod 9008 of the Perietal Rules of Bankruptcy Procedure, for entry of an outer authorizing them to sell LOO* of the issued 
capital (.die "Shares"! of Maxwell Cotnnmnfcaiions Italia SRL CMC Italia'), free and clear of aU liens, danns and encumbrances, 
to Bain GaBo Cuneo Investments, Bain Capital, and the Dc Agostini Group (the "Investors') for the consideration and upon die 
■eras and cosditiotH set fcfth in. a letter agreement dated May 27.1992 (the’Letter Agreement") between the Joint Administraltxs 
and the Investors, approved by an Outer of the Bankruptcy Court for the Soithcm District oT New York entered ou June IS, 1992 
(the "Order"), subject to the receipt and acceptance prior thereto of a Uglier and better bid as provided herein. 

PLEASE TAKE FURTHER NOTICE, that the Letter Agreement provides that the Investors shall purchase the Shoes Tor the 
CousideratiaG (as defined in the Letter Agreement), which amount is subject to certain reductions, as set forth la Clause 2 of the 
Letter Agreement. 

PLEASE TAKE FURTHER NOTICE, that copies of ibe Apphcedoa of the Joint Administrator* relating to the sate of the Shares 
aad the Letter Agreement, and the exhibits annexed thereto (Including the Letter Agreement) ate on file with the Cleric. United 
Soles Bankruptcy Conn, Untied States Customs House, I Bowling Green. New York, New York 10004, and may be examined by 
. any aulaO interested parties at any rime during regular business batm. Additional information can be obtained from counsel to the 
John Administrates listed below. 

PLEASE TAKE FURTHER NOTICE, dm all interested bidden, if any, with co m pe ti ng offers to acquire the Shares submit 
bids wbkh shall amply with tiic following roquiimiciiu: 

(a) all bids most be in writing and submitted to the Joint Admmbualon, Price Waterhouse, No. I London Bridge. Loudon SEl 
9QL, ENGLAND. Attention: Clive Carver, before noon London time by do later'than June 28.1992 (the "Bid Closing Date*); 

(b) all bids ("QuaJifyhig Bids'? shall be all cash often and otherwise upon terms substantially Identical to the terms of the Letter 
Agreement, provided that (I) the patty submitting the Qualifying Bid (the "Third Party Purchaser') shall be substituted as the 
"Investors' nr Tfcwco" os appropriate and (il) the Third Party Purchaser shall not be entitled to receive reimbursement for in 
expenses (as described in Clause 9 2. of the Letter Agreement) or the Topping Fee (as denned in Clause 5.2 of die Letter 
Agreement); 

(c) ibc existence or terms of Qualifying Bids shall not be disclosed by tire Joint Adminlaranxs except as provided below, 

(d) subject to p ar agr aph (e) below, die Joint Administrators may accept a Qualifying Bid of a bidder (the "Winning Bidder") 
whose bid exceeds the Consideration, as defined in the Letter Agreement by at least 6 trillion Tire; there shall be no Winning 
Bidder if do bid exceeds the Consideration by at least 6 billion Ure; 

(e) in the event that the Joint Administrators have received Qualifying Bids In accordance with fr—y . 14 0 f ^, c 
Agreement, then af cr icamediaieiy prior to the Second Hearing, the Joint Administrators staff drsefose the amount of the Winning 
Bid and shall conduct an auction sale of MC Italia (die "Auction") at which time the Winning Bidder and the Investors shall be 
entitled to make higher bids to acquire MC Italia. In the Auction, all topping bids shall be made in not less than 1 . 000,000 ^ 
jncretnenfc naaftted. bassxn. that in dHcnniaing the nmremr of any bid by iba Investors and Newca * the Auction, such amount 
shall be deemed to include an amount equal to the sum of the Topping Fbe. phis the amount of expenses for which they are entitled 
to reimbursement pursuant to Clause 9 J of the Letter Agreement (it being understood and agreed dial rite InvesJots and Neweo 
shall not be requ ir ed to pay such amounts in connection with the Acquisition); 

(l) all OaaUfving Bids ritall be accompanied by proof of the financial capability of th» maw 

(g) each Qualifying Bid sbafl be aocompaofed by a deposit In the form of « certified chcde drawn on a Unliwri ^ \ 

Kingdom bank equal to 10% of mefa bid (which deposit shall be paid to the Joint Administrator' New York Counsel, MHbmdc. 
Tweed, Hadley A McClay, | Chase Manhattan Plaza, New York, New York 10005. Attention: John G. Geticnc. Eaq^. and teld In 
escrow by such Counsel pending die Banknjpty Conn's determination on tbe sale of MC ItaUa) and (I) ■ppiied'towanls die 
purchase price ir the bid is accepted and automatically deemed noo-refundkble or <lij refolded In full whtrin 10 business days after 
the dale of entry by ibe Bankruptcy Cbart of an order authorising dv sale of MC folia If the btf is not accepted; 

(h) all Qualifying Bkl* shall provide, in form reasonably acceptable to the Joint Admhriwmors. (or tiK COnfidentUnty of any ami 

ail information relating to the value or operation of MC ftxluu 1 

in all Qualifying Bids shall provide for a dosing v> occur wiiMatMrty (30) days after the date of eatiy of on order aujlwKma " 
tbe sate of MCIoJla or as otherwise set forth In this Letter Agreement; 

(j) the Joint Administrators reserve the right to reject any and aO Qualifying Bids; 

(k) tbe Joint Administrators will twrify (1) the Winning Bidder, if any, of thtir acceptance of its bid ortfi) the investors, that there ' 
is no Winning Bidder, as the case may be. within two (2) business days after the Bid Closing Date; 

(!) upon notification of the Joint Administrators' acceptance of ifs bid, the Winning Bidden If any, will haw two (2) boslnen 
days in which to execute and deliver a letter agreement in die loan of the Letter Agreement with the exceptions referred (bin 
para grap h (b) above; 

(m) at the Second Hearing, tbe Joint Administratm will seek tbe enliy of the Second Approval Older <t) authorising die talc of 

the Issued capital of MC Ualia to tbe Investors bee and clear of all Uraw, claims aid eocumhnwco atyca „ Z anrf 
conditions of tbe Lcuef Agreement w (fi) If there is a Winning Bidder, authorizing tbe sale qf MC ttafia to such Winning Bidder 
subject to the terns and conditions set forth in hs bid. B 

(nl If there is bo Warning Bidder, tbe Joint Arimbistraiors and MCC shall twt entertain nny other bids to acmrtre Mc mw?. 
amide the proaedona act f«lh in Ihis decretal paragraph aad tbe appearance of any bid made outside the procedures retfarthbi 
Ibis decretal paragraph dull not be a basis for the denial of any etrny for the Second Approval Onto regaidlca* of the amonu of 
ary such bid. 

PLEASE TAKE FURTHER NOTICE, tba objections to the relief noticed herein (D shall b: in writing: (u) shall comotv with tfr 
Federal ftnks of Bankruptcy Procedure and the Local Bankruptcy Rules of this Cant; fi5) shall act forth the nameofti»obimSL 
tbe mtwe and amount of any claim or (merest alleged by such obfcctam against the Debtorf estates or wn»tv and 
factual basis for such objection; (lv) shall be filed whb tbe Cram and served upon the aforementioned .counsel to 
Adntittisuasn and the Investors such that they ate filed and received nolater (ban July 17,1992., . 

HJEASE TAKE RJRTHKNOTK^ that tite Cram fitall«aiBjniiis«fictkra»detetniiite all 

tiie making of an objection to the relief noticed herein j a bid made in compliance with tbe Oriefi,'aad "each nmobou^’ 

mating such an ob^eahma'bid at the bearing shall 0) be govetned by the aoditions set by tbe Cbm herein, and (ii) aubiuu^r ' 

to Qk jorisiflction of the Court In reference to all matters aristae out of its objection amt „ti 1 ■ |WiMau - 

Datat New Yorit, New York 

Ju * l8 ' ,W2 IS/ ■nnaLBromem , -- ; : ! 

Lm i tail STATES BANKRUPTCY JUOtS' - 
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p .1 ' - ; -;• • •. . NEWS: WORLD TRADE _____ . 

'■S Nancy Dunne and Damian Fraser look at conflicting interests and market perceptions beneath the free trade banner 

US citrus growers add Nafta Mexican maize farmers loath 
!f|§ to a long list of adversaries to abandon the fight for land 
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h adversaries 

A -Y\ Tr^l of the 
—J farmer.. 
Now, says Mr Bobby McKown, 
-irr 5 ^ a 55-year-old citrus grower in 

central Florida, the enemy list 
^-?cay is longer. It includes: water 

:<> controls, pesticide and fertil- 

J'-aja****? iser record-keeping, occupa- 
t 7 * tional safety regulations, zon- 

.V *-rc=. . ing limits, the Endangered 
Species Act 

^ s 3 . ; .jo.J«Bb s Even worse, in Mr McKown’s 
A fr. view, win be the North Amer- 
- '- H : - s ica Free Trade ' Agreement. 

■'^'--iTxS 5 **i which he says threatens the 
. c^'V^ajE 1 . existence of the $8bn Florida 
ir citrus Industry. Despite Ameri- 

Lt- CS tJ can advantages in technology 
and infrastructure, Florida 
: ..r fruit and vegetable producers 

fe. say they : cannot compete 
■■ Sets:." head-on with Mexico without 
'-1 hW(|iPort duties to compensate 

" y -~i for higher costs.. 

• $ a -j; Florida expects to be the 

^• < 7 -. u state hardest hit by the compe- 
hoia Uv tition because its growing sea- 
tasr-A* son is virtually identical with 
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Mexico's. Average farm wages 
in Florida of $9.58 an hour 
compare unfavourably with 
Mexico's 35 cents an hoar. 

The US is already the largest 
market for Mexican horticul¬ 
tural products, and Mexico is 
the largest single foreign sup¬ 
plier in the market, particu¬ 
larly if its quality is upgraded 
through American investment 

The agriculture negotiations 
in the Nafta have been conten¬ 
tious - officials are still not 
agreed on timetables for tariff 
phase-outs on their most sensi¬ 
tive products. Most items will 
become tariff-free either imme¬ 
diately or within 5-10 years. 
The most sensitive may have a 
15-20 year phaseout period. 

Last week, the Mexican farm 
talks were reportedly, stalled. 
Not only are there consider¬ 
ations of products and trade 
Dows on the table, but. there 
are environmental, economic 
and social concerns. 

Mr McKown, a member of 
the US trade representative's 
influential- agriculture policy 
advisory committee, is hoping 
that Florida's produce will 
excluded from the Nafta. But 
negotiators have found that 
once one country asks to 
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By David Dodweil, 

~r : ; .yortd Trade Ecfltor 

EUROPEAN trade negotiators 
• were in intensive telephone 
:-.s contact yesterday,'seeking a 
£ compromise that wRi allow the 
long-blocked Uruguay Round 
:: of talks on world trade liberal- 

--T-- isation to be settled before the 
;i -| Oroup of Seven summit in 
Munich, now two weeks away. 
££ “I think there is a deal 

there ," one official said. “Jt 

_ would, be catastrophic if i t does 

_ not succeed." Negotiators' 

agreed that the position of Ger¬ 
many’s Chancellor Helmut 
Kohl was crucial. 

'-i Meanwhile, international 

business leaders last nigh t met 
Mr Kohl in Bonn to protest 
that the credibility of the G7 
industrial nations had been 
stretched to the limit by its 
«{£epeated empty commitments 
to settle the Uruguay Round - 
and could be stretched no fur¬ 
ther. 

Representatives of the Inter- 
national Chambers of Com- 
merce (ICC), who met the Ger- 
' man leader, Insisted that a 
.successful conclusion of the 
Uruguay Round was “crucial 
_ and urgent". "Nowhere has the 
\ : inadequacy of political leader¬ 
ship [in the G7J been more evi- 
.... dent in recent years than in 
the Uruguay Round," they 
'. ' said. 

The Uruguay Round has 


been stalled for 18 months by a 
dispute between the US and 
the European Community on 
liberalisation of farm trade. 
Leaders at two previous G7 
s ummits have called for settle¬ 
ment of the Round, but with¬ 
out effect 

Negotiators in several Euro¬ 
pean capitals said yesterday 
that intensive efforts were 
under way to formulate propos¬ 
als that could be presented to 
the US, perhaps next week. Mr 
James Baker, the US Secretary 
oUState, is understood'to "be 
ready to meet Community for¬ 
eign ministers. 

Two issues continue to block 
agreement. First is an EC 
demand - backed strongly by 
Bonn - that compensation to 
be paid to farmers for cutting 
output and setting land aside 
should be accepted by the US 
as not distorting to trade. The 
German government is being 
pressed to compromise here. 

The second is the Uruguay 
Round proposal that the vol¬ 
ume of subsidised exports be 
cut by 24 per cent The EC’s 
preferred compromise is that 
the Community should be 
allowed flexibility to cut the 
volume of subsidised cereal 
exports more deeply than 24 
per cent in order that more 
. sensitive subsidised exports - 
in particular meat and dairy 
products - couW be cut less 
-deeply. 


Deadlock in Efta 
*talks with Poland 
and Hungary 


By Nicholas Denton 
In Budapest 

TRADE liberalisation talks 
between Hungary and Poland 
and the European Free Trade 
Area are deadlocked, the Hun¬ 
garian government said yester¬ 
day. 

The two former co mmunis t 
states are refusing to accept 
Efta’s offer on import tariff 
reductions, regarding them as 
much less generous than the 
European Community associa¬ 
tion agreements. 

The Hungarian government 
said sympathy for eastern 
• air Europe and the political will to 
vf overcome protectionist lobbies 
were fading: This could be seen 
in the lack of progress both 
with Efta and with EC parlia¬ 
ments’ ratification of the asso¬ 
ciation agreements. 

One stumbling block in Hun¬ 
gary’s Efta talks is the resis¬ 
tance of Austrian farmers to 
increased food imports from 
Hungary. A good agreement 
with Austria, a neighbour and 
the second most important 
trading partner, is particularly 
important to Hungary. 

Czechoslovakia's agreement 
with Efta, which was con¬ 
cluded in April, has come 
under attack for setting precer 
A dents for eastern European 
*5 weakness in the face of west 
European negotiating strength. 

Discussions between Poland, 
Czechoslovakia and Hungary 
on regional free trade to paral¬ 
lel that with western Europe 


also suffered a, blow with the 
move to break up the Czecho¬ 
slovak federation. The uncer¬ 
tainty, will delay talks and an 
independent Slovakia would, 
resist dramatic moves to open 
up markets, Hungarian offi¬ 
cials say. 

• Hungary is set to back 
down on discriminatory 
vehicle import tariffs in favour 
of Ford of the US after heavy, 
pressure from European car- 
makers. 

The government promised 
yesterday to reverse a decision 
to impose 18 per cent duties on 
van imports by all companies 
except for Ford, which is one of 
the largest investors in Hun¬ 
gary. 

Duties on European-made 
vans will now be. brought down 
to match the free entry granted 
to Ford’s Transit model. 

The decision is a humiliating 
defeat for Hungary at the 
hands of powerful vehicle man¬ 
ufacturers such as Fiat and 
Renault which prodded the 
European Community to inves¬ 
tigate discrimination embodied 
in the two-tier tariff. 

Hungary gave in after Euro¬ 
pean carmakers made veiled 
threats to hinder ratification of 
its association agreement with 
the EC. 

But the Hungarian govern¬ 
ment remained defiant even 
after its climbdown, saying 
that it had introduced the tariff 
with “noble motives” of promo¬ 
ting foreign investment in 
Hungary. 


remove a sector 
from the table, the 
other threatens to 
remove one of its. 

(Canada is expec¬ 
ted to conclude a 
separate agree¬ 
ment with Mexico 
and the 

current free trade 
agreement rules 
for agriculture 
with the US.) 

Although Mexi¬ 
can horticulture 
exports to the US 
are almost nine 
times more than 
the reverse, the 
US industry sees 
Mexico as its fast¬ 
est growing fruit 
and vegetable 
market 

However, Ms 

Jodean Bens, man- _. 

ager of interna- Poorand 
tional trade for the 
United Fresh Fruit and Vegeta¬ 
ble Association, says the safe¬ 
guards against import surges 
must take into consideration 
both volume and price factors. 
The US industry needs a dis¬ 
pute settl ement which works 
swiftly, before produce spoils. 



Poor and vulnerable, Mexican maize farmers ponder their future under Nafta 


But none of this will satisfy 
the Florida industry. Mr Bob 
Crawford, state agriculture 
commissioner, warned in May 
that thousands of jobs would 
vanish in the sugar and vegeta¬ 
ble region, in tomato produc¬ 
tion and the citrus Industry. 


M ARGAR1TO Montes, 
leader of the Popu¬ 
lar Farmers' and 
Workers’ General Union, rep¬ 
resents the new hope of Mexi¬ 
can agriculture. A rabble-rais¬ 
ing popnlist, Mr Montes 
became famous by Invoking 


the spirit of Emili- 
ano Zapata, 
Mexico's revolu¬ 
tionary peasant 
leader, and forci¬ 
bly taking land 
from the govern¬ 
ment and rich 
land-owners. 

Now Mr Montes 
is the very picture 
'j of modernity. He 
supports free 
trade with the US, 
the government's 
market-orientated 
agricultural 
reforms, and has 
renounced his 
membership of the 
leftish Party of 
Democratic Revo¬ 
lution. His union 
is now participat¬ 
ing in a SlOOm 
dairy farm project 
Nafta with Canadian 
investors. 

Mr Montes has been 
rewarded handsomely for his 
conversion, with his union 
receiving considerable govern¬ 
ment support to set up the 
dairy project in Veracruz. 

But for Mexico’s agriculture 
ministry ft is worth the effort. 


If Mexico is to compete with 
the US and Canada under free 
trade, peasant leaders will 
have to stop fighting for land, 
and start investing in U. 

Without substantial invest¬ 
ment in agriculture. Mexico 
cannot hope to compete with 
tiie US and Canada. As a result 
of decades of land invasions, 
permanent agrarian reform, 
and legally-enshrined commu¬ 
nal property rights, most Mex¬ 
ican farms are under-capital¬ 
ised, and too small to be 
productive. 

The agricultural sector 
accounts for just 3 per cent of 
commercial loans, but employs 
25 per cent of the work-force. 
The typical size of a maize plot 
is 3.9 hectares, against 39.9 In 
the US. 

Mexico is particularly vul¬ 
nerable In maize, where yield 
per hectare Is just 1.9 tonnes, 
compared to 7.4 in the US. 
Mexico has protected its 
roughly 2m maize farmers by 
restricting imports, so that 
Mexican maize prices are doa¬ 
ble those in the US. 

Under a free trade agree¬ 
ment it is probable that pro¬ 
tection will be removed over 
15 yean, with tariffs being 


lowered and quotas Increased 
over this period. 

Most of these maize farmers 
are already extremely poor 
and a fall in maize prices will 
force many to leave their 
farms. 

Enter Mr Margarita Montes. 
The government hopes that 
joint ventures such his union's 
in Veracruz with Ault Food of 
PsmaAa will become a model of 
enterprise between peasants 
and the private sector, and 
soak op the displaced maize 
formers. 

At the end of May some 140 
joint ventures had been 
formed between the business 
groups and small property 
owners or ejidatarios (common 
property owners), in wheat, 
vegetable, and poultry produc¬ 
tion, among other areas. 

Not everyone is convinced 
that Mexico's agricultural sec¬ 
tor will enter the first world 
as quickly as the government 
would like. 

Mr Moutes still ends his 
speeches with "Viva Zapata”, 
thus bowing to the revolution¬ 
ary leader. His followers 
respond enthusiastically, and. 
when asked, expect to be 
handed ont land soon. 


Up front, most banks look like 
solid business partners. 


mz. 








But will they back you up 
when the going gets tough? 


Just because it says it’s a bank on the impressive facade doesn’t 
necessarily guarantee that you’re always dealing with a reliable bu¬ 
siness partner. 

Fortunately, if you see the name ABN AMRO Bank over the 
door, you can be sure that you’re dealing with one of the world’s most 
rock solid financial institutions. 

Our financial base represents US$ 242.7 billion in assets and 
USS 9 billion in shareholders’ equity, placing us among the world's 
top twenty banks. Moreover, our bank comfortably meets the capital 
adequacy ratio set by BIS and EC. 

Our goal is long-term relations with our clients, which explains 
why we’ve been in South America more than 75 years, in the Far East 


for over 150 years. What's more, our associates know that they can rely 
on us as business partners not only in good times, but also when the 
going gets tongh. 

Take our branches in Lebanon, for example, which since they 
opened their doors in 1954 have only been shut for 20 days. Needless 
to say, that presupposes really committed staff. But even more signi¬ 
ficant is the fact that you'll be .working with a bank which looks further 
ahead than tomorrow. Or even the day after tomorrow. 

CREATING THE STANDARD IN BANKING. 


ABN AMR0 Bank 
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Maxwell chief named over £180m ‘unusual’ payments ■ Accounts report extraordinar y losses_o f £421.5m_ 

Accounts 


MGN threatens 


legal action 


By Andrew Jack 


MR MICHAEL STONEY, a 
senior executive in a number 
of Maxwell companies, is 
named as one of three people 
primarily responsible for more 
than £l80m of “unusual" pay¬ 
ments from Mirror Group 
Newspapers bank accounts 
during the last financial year, 
according to the chairman's 
statement released with MGN 
accounts yesterday. 

Mr Kevin Maxwell and Mr 
lan Maxwell, two sons of the 
late Robert Maxwell, are 
named as the other two people 
most involved in these transac¬ 
tions. Both Mr Kevin Maxwell 
and Mr Stoney refused to pro¬ 
vide MGN with information, 
the statement says. 

Sir Robert Clark, chairman 
of MGN, lists a series of trans¬ 
actions - which he stresses 
may have been perfectly legiti¬ 
mate - that took place in the 
past few months. 

He says legal action may be 
taken against a number of 
organisations, including Gold¬ 
man Sachs, the US investment 
bank, over more than £40m in 
transfers from MGN if the 
bank was aware that they were 
“effected for improper pur¬ 
poses". 

Notes to the accounts show 
that MGN made extraordinary 
provisions of £421.5m in the 
year to December 29 1991, 
including £2G8.6m in pension 
deficiencies and £122.4m in 
transactions with Maxwell- 
controlled companies. 

Sir Robert says that during 
the year there were at least 28 
“unusual", payments for more 
than £lm from the group's 
bank accounts, making a total 


of more than £lS0m. “Some 
may well ultimately be estab¬ 
lished to have arisen under 
legitimate transactions." 

Nine of the payments were 
authorised solely by Robert 
Maxwell. The others were 
authorised mainly by Mr Kevin 
Maxwell, Mr lan Maxwell and 
Mr Michael Stoney, he says. 

One transfer to Goldman 
Sachs was countersigned by 
Mr Ernest Burrington, former 
managing director, at the 
request of Mr Kevin Maxwell 
on the reported instruction of 
Robert Maxwell. Two authoris¬ 
ations were countersigned by 
Mr Lawrence Guest, former 
MGN finance director. 

Sir Robert says the MGN 
directors do not believe that 
either Mr Burrington or Mr 
Guest knew there was any¬ 
thing Improper about these 
payments. With these excep¬ 
tions, “the independent direc¬ 
tors . . . were not involved in, 
and did not authorise or 
approve any of these pay¬ 
ments." he says. 

Sir Robert says the group 
finance department accepted 
assurances from the treasury 
department - which was 
headed by Mr Stoney - about 
“the nature of certain transac¬ 
tions” including payments to 
financial institutions which 
were recorded as deposits. 

“The treasury department 
arranged for it to appear that 
sums of interest had been cred¬ 
ited to the group in respect of 
those ‘deposits'" he says. 

In his report Sir Robert 
points to “certain weakness” 
accepted by the MGN board: 

• Internal controls and oper¬ 
ating procedures which billed 
to identify related party trans¬ 


actions and bring them to the 
attention of independent direc¬ 
tors for approval; 

• Batik mandates authorised 
by Robert Maxwell and Mr 
Michael Stoney which permit¬ 
ted the movement of group 
funds on the authority of Max¬ 
well or directors who were also 
directors of Maxwell-controlled 
companies; 

• The audit committee of non¬ 
executive directors, which 
might have reviewed systems 
and mandates, but was not 
convened; 

• The finance department’s 
inadequate authority to verify 
and record the treasury depart¬ 
ment’s activities. 

Separately, the statement 
highlights three transfers of 
more than £40m from MGN to 
Goldman Sachs, the US invest¬ 
ment bank. £llm of this was 
transferred on Robert Max¬ 
well's signature to pay for pre¬ 
vious dealings in Maxwell 
Communication Corporation 
stock. The balance was for for¬ 
eign exchange trade exposures 
incurred by Bishopsgate 
Investment Trust and Robert 
Maxwell Group, it says. 

He says MGN is currently 
inquiring to see whether it can 
establish if Goldman Sachs 
was “aware or should have 
been aware” that the transfers 
“had been effected for 
improper purposes”. If so, he 
says “it will be possible to seek 
orders against them ... for 
the sums paid.” 

He says MGN is considering 
legal action against profes¬ 
sional advisers in relation to 
property leases, and hopes to 
recover money through claims 
on insurance policies written 
on Robert Maxwell’s life. 
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show 


‘irregular’ 


payments 


By Andrew Jack and 
Nonna Cohen 
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Round-up: Daily Mirror photographer Bill Rowntree organises his men at the newspapers press conference yesterday: (left to right) 
Charles Wilson (director); Sir Robert Clark (chairman); Alan Clements (deputy chairman) and Tic Horwood (chief executive) 


One of the trusted lieutenants 


By Richard Donkin 


MR MICHAEL Stoney, 42, 
operated close to centre of the 
Maxwell empire. Like Ian Max¬ 
well and Kevin MaxweU, he 
chose to remain silent when 
asked to give evidence before 
the Commons social security 
select committee. 

Before Mr Stoney resigned as 
deputy managing director 
(finance) of Mirror Group 


Newspapers (MGN). he had 
become one of Robert Max¬ 
well’s most trusted lieutenants. 

Mr Stoney, who became a fel¬ 
low of the Institute of Char¬ 
tered Accountants in 1971. 
began climbing the MaxweU 
ladder after Maxwell Commu¬ 
nication Corporation (MCC) 
took over a stationery com¬ 
pany where he was finance 
director. He was promoted by 
MaxweU to deputy managing 


director in October, over the 
head of Mr Lawrence Guest, 
the finance director, and with¬ 
out consulting other directors. 

In recent weeks he is under¬ 
stood to have been working 
from the offices of Arthur 
Andersen, the accountancy 
firm which is administrator of 
the private MaxweU compa¬ 
nies, assisting investigations. 

Last night it emerged that 
Mr Stoney had been retained 


as a salaried employee of Head- 
ington Investments by Arthur 
Andersen. 

Mr Murdoch McKillop, one of 
the four administrators, said 
that Mr Stoney had been 
retained since December. He 
added: “It was considered to be 
the most cost-effective way to 
get to the bottom of a number 
of issues...his function is to 
assist us in whatever we deter¬ 


mine. 


NatWest agrees £460m set aside for pension deficiency 

to return £25m 
of Israeli shares 


By Norma Cohan, 
Investments Correspondent 


By Andrew Jade 


NATIONAL WESTMINSTER 
Bank yesterday agreed to 
return voluntarily to the Max¬ 
well pension funds £25m of 
shares in Teva, an Israeli phar¬ 
maceutical group, which were 
pledged as security for a 
S27.3ra loan. 

The bank has also agreed to 
pay legal costs - believed to 
be about £100,000 - incurred 
in its tussle over ownership 
with Robson Rhodes, Uquidator 
to Bishopsgate Investment 
Management, manager and 
trustee of the MaxweU pension 
funds. 

However, Mr Neil Cooper, 
head of insolvency at Robson 
Rhodes, said that legal action 
to recover other shares from 
three foreign banks was likely 
to take many months and their 
return might require govern¬ 
ment assistance. 

Agreement for the return of 
the Teva shares was delayed 
by Nat West's requirement for 
Robson Rhodes to substantiate 
its claim of ownership. It was 
also stalled by a counter-claim 
from Arthur Andersen, admin¬ 
istrator to the private MaxweU 
companies. 

Andersen believed it might 


own the Teva shares because 
they were transferred through 
the Robert Maxwell Group, 
part of the private empire. But 
the firm agreed last week to 
drop this claim. 

NatWest said that the shares 
were taken in good faith fol¬ 
lowing written assurances 
from the directors of the pri¬ 
vate MaxweU companies that 
the shares were beneficially 
owned by Robert MaxweU 
Group. “It now seems these 
assurances were untrue," it 
said in a statement 

Efforts to recover other parts 
of the estimated £448m in 
assets taken from the MaxweU 
pension funds is likely to be 
considerably slower. Up to half 
of these assets have been 
pledged as security against 
loans to Robert Maxwell's pri¬ 
vate interests from three banks 
- Banque National de Paris, 
Credit Suisse and Lehman 
Brothers. 

That includes £90m-100m in 
shares fro m the Common 
Investment Fund, a pool from 
which most of the Maxwell 
pension funds were managed. 
An additional £80m-90m 
belonging to- Individual pen¬ 
sion schemes Is also held by 
these three bonks. 


MGN WILL have to pay £460m 
before tax into its pension fund 
over the next 14 years in order 
to meet the deficiency left by 
the theft of assets from the 
scheme, according to the com¬ 
pany's annual report 

The accounts include a 
£193m provision for the cost of 
socalled past-service liabilities 
of those who work or had 
worked for MGN before Robert 
Maxwell's death. 

The report details for the 
first rime the cost of MGKTs 


commitment to meet all pen¬ 
sion obligations after the theft 
of more than £200m from the 
fund. 

The report notes that contri¬ 
butions to the scheme will be 
“at a significantly reduced 
rate" for the first three years, 
but concludes that contribu¬ 
tions over a 14-year period rep¬ 
resent a rate of payment 
demonstrating “a fair balance 
between the competing inter¬ 
ests of the company’s share¬ 
holders, creditors, employees 
and pensioners". 

The cost of meeting pensions 
liabilities in respect of past ser¬ 


vice may take longer than 14 
years, the report says, largely 
because of new laws requiring 
companies to increase pensions 
in line with inflation. 

MGN had earlier announced 
revisions to Its pensions 
schemes intended to allow it to 
meet all obligations to present 
and former employees. 

The first £20m of any of the 
missing money recovered wiU 
be used to meet past-service 
liabilities. The government has 
confirmed its legal obligation 
to meet guaranteed minimum 
payments (GMP) to current 
pensioners. 


A MGN executive said yes¬ 
terday that the next £50m of 
assets recovered by receivers 
are required to be refunded to 
the US in exchange, for its 
promise to meet GMP for cur¬ 
rent employees and former 
employees now working else¬ 
where. So Ear. the government 
has pledged £2.5m above its 
legal obligations to aid current 
MaxweU company pensioners 
who have lost all or part of 
their pensions. 

The chairman’s report says 
MGN's duty to “ensure the 
future viability of the com¬ 
pany” has forced it to remove 


some 4,000 members of its pen¬ 
sion scheme from a safety net 
for scheme members. 

Those affected are mostly 
employees and pensioners of 
up to 80 companies acquired by 
Robert Maxwell's BPCC who 
never worked for MGN but 
were transferred into the MGN 
scheme. 

The MGN accounts record a 
payment of £3.4m to cover the 
cost of providing payments in 
full for those individuals 
through June 30,1992. 

From July L those individu¬ 
als will have their pensions cut 
by 70 per cent. 


Major pressed on report 


By Alison Smith 


THE NEED to prevent legal 
proceedings over the Maxwell 
affair being put at risk by pub¬ 
lication of a report intb the 
supervision of Maxwell compa¬ 
nies was emphasised by Mr 
John Major yesterday, as he 
came under renewed pressure 
to make the foil findings public 
soon. 

The Securities and Invest¬ 
ment Board (SIB) has received 
the report by Imro, the invest¬ 
ment management regulatory 
organisation, details of whidi 
have been leaked over the past 
few days. Challenged in the 
Commons by Mr Neil Kinnock, 


the Labour leader, the prime 
minister said be understood 
SIB intended to publish Imro's 
findings, but that “the House 
will understand it will be 
essential to ensure that publi¬ 
cation does not in any way 
jeopardise either dvil or crimi¬ 
nal proceedings in the Maxwell 
affair, including those cur¬ 
rently underway against Kevin 
and Ian MaxwelL” 

Mr Kinnock argued that gov¬ 
ernment involvement made 
publication a “pressing neces¬ 
sity”. He highlighted the deci¬ 
sion by the Department of 
Trade and Industry in 1988 to 
grant an investment licence to 
London and Bishopsgate 


Investments, after the Bank of 
England had blocked an 
attempt by Robert Maxwell to 
take over a merchant bank. 

“Is it not clear in these cir¬ 
cumstances both the govern¬ 
ment and the system it estab¬ 
lished have got a clear and 
serious charge of negligence to 
answer?", he said. 

MFs believe that the role of 
the DTI in granting the origi¬ 
nal licence In 1988 is critical to 
the extent of the responsibility 
government will have to take 
for the plight of the Maxwell 
pensioners. It was unclear yes¬ 
terday whether the govern¬ 
ment was investigating that 
role. 


Express chief settles 
case against Guardian 


LORD STEVENS, chairman of 
United Newspapers, yesterday 
settled a libel action against 
The Guardian when he 
accepted a statement from the 
newspaper that It did not 
intend to suggest he bad con¬ 
crete evidence about Robert 
Maxwell's theft of £300m from 
the Mirror Group pension fund 
and had failed to disclose it to 
regulatory bodies. 

Mr Geoffrey Shaw QC said in 
the High Court that Lord Ste¬ 
vens considered an article in 
December gave the impression 
he had contributed to the huge 


losses suffered by Mirror 
Group's pensioners. 

He said the article bad stated 
regulators would want to ques¬ 
tion individuals who appeared 
to have known of Maxwell’s 
misappropriation of funds, ff 
commented that Lord Stevens 
would be among them. 

Miss Jane Colston, The 
Guardian's solicitor, said the 
article was published in good 
faith. The newspaper did not 
intend to suggest that Lord 
Stevens had (Oiled to disclose 
concrete evidence about Max¬ 
well s misdeeds. 


THE 1991 accounts for tbe * 
Mliror Group show extraotdi. 
nary losses of £42i5m from a 
series of transactions which .. 
took place during the few 
mouths up' to the collapse .of 
the MaxweU business empire 
late last year. 

The most significant losses 
and provisions come from defi¬ 
ciencies in the pension funds 
and a series of “irregular trans¬ 
actions”. 

• £ 208 . 6 m for pensions defi¬ 
ciency and related matters. 
Most comes from the deficit in 
the pension fluids, estimated at 
£192£m. Deferred tax of 0&3m 
and regular pension costs of 
£4m for 1991 reduce the net 
provision to £ 126 . 8 m. 

A second charge of llfiihn 
reflects £ 16.3m in pension pre^ 
payments written off because*- 
of the misappropriations of 
assets, net of £5.4m in tax. 

A third item for £3.4m — or 
£2.3m after tax - is MGN's 
commitment to meeting pen- f . 
sions of members of the Max¬ 
well Communication Works 
Pension Scheme, who were 
never employed in the MGN 
Group, up to June 30 1992. 

• £ 122 .4m in losses associated 
with transactions with Max¬ 
well-controlled companies 
including a provision of £50m 
against advances from a loan 
facility with Bankers Trust 

There is £48.6m accounted 
for as interest-bearing deposits 
with financial institutions, 
including £388m with a Max¬ 
well-controlled company. * 

A further. £17.lm remains 
outstanding from a C$35m-M 
promissory, note receivable 
from the Robert Maxwell 
Group, and provisions of.SSLSm 
against other, balances with 
Maxweil-controlled companies. 

•. £50m for extraordinary con¬ 
tingencies. Only, two of the 
contingencies are quantified: A 
' 3&5m claim from an individ¬ 
ual, believed.to .be Mr Mark 
Booth, formerly the U&based 
: chairman Enter- 

tatameofcjBirogq); and^a ££>.8m 
claim fisHn-^anployees of the 
European^aewspaper under 
contracts 'they claim were In 
the name of MGN companies. 

• £46.4m ifr&ssociated under¬ 
takings" iiaduding a provision 
of m2or resulting from sales 
of MGN*s interest in Donohue; 
a loss on the disposal of QPI of 
£l7.6m; and a £6.6m adjust¬ 
ment to provide additional 
deferred tax under a change in 
Canadian tax law. 

• £42.6m, split between 
£20.5m in fees payable to 
MGN's advisers and bankers 
arising from the default of the 
group and its restructuring, 
and £ 22 .im to “crystallise" the 
group's potential liability 
under interest rate transac¬ 
tions. 

• £14.4m in losses arising 
from a £200.4m forward foreign 
currency contract apparently 
designed to hedge against ser¬ 
vicing a loan in dollars. This 
was entered into without con¬ 
sultation with the board. 

• E7.3m including a £4.4m pro¬ 
vision against the balance of a 
loan outstanding against an 
employee share ownership 
trust, £2.4m from closure losses 
and costs of The Racing Times, 
and £500,000 in sundry items. 

There was a deferred tax 
credit of £70.2m 
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Don't wort until the temperature hits the headlines. The time to install 
air conditioning is now - before your staff and customers boil over and 
your business literally melts away. 

And the air conditioning to install is Toshiba. 

That's because Toshiba leads the field employing advanced technology 
to create the same year-round comfort from one unit. Cooling in 
summer, hearing in winter. 

Our range of units has the latest computerised controls which 
automatically regulate air flow and temperature, using energy 
efficiently and economically. 

Whatever your business - shop, restaurant or multi-national 
conglomerate - we have the right system for if, covered of course, by 
our three year parts and labour warranty. 

Toshiba. When it comes lo specifying air conditioning, there's no 
question at all. 

Coll the Toshiba Cool-Line on 0276 694205 to request further 
information. 


TOSHIBA 

THE PRINCIPAL NAME IN AIR CONDITIONING 


Toshiba [UK] Limited Toshiba House Frimlay Rood 
Comberlay Surrey GUI 6 5JJ 
Tel: 0276 694205 Fox: 0276 694204 
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Prime minister asks Jacques Delors for speedy clarification on subsidiarity 

Major to press for EC enlargement 


Intelligence corps 
faces new scrutiny 


By Philip Stephens, 

Political Editor 

MR JOHN Major signalled last 
night that Britain will press Its 
European partners to finalise a 
mandate for enlargement nego¬ 
tiations with at least four Efta 
countries by the end of this 
year. . 

At a working dinner in 
Downing Street with Mr Jac¬ 
ques Delors, the European 
Commission president, the 
prime minister also called for 
the Briissels executive bo speed 
up work to clarify the use of 
“subsidiarity'’ in Community 
decision-making; 

Mr Major, whose talks with 
Mr Delors focused on the 
agenda for the Lisbon summit 
later this week and on the sub¬ 
sequent British presidency of 
the EC, said he was determined 


to put enlargement at the cen¬ 
tre of his agenda. 

Senior colleagues said he 
wanted the Commission to 
draw up months EC's basic 
negotiating stance with Swe¬ 
den. Switzerland, Finland, Aus¬ 
tria and. possibly. Norway. The 
aim would be prepare a firm 
negotiating mandate for the 
Edinburgh summit in Decem¬ 
ber. 

Mr Major acknowledges that 
several other EC governments 
have been unwilling to contem¬ 
plate enlargement negotiations 
untfi the Maastricht Treaty is 
ratified. But he appears deter¬ 
mined that their objections 
should not delay preparations. 

• His government’s view is 
that a firm commitment to 
enlargement will be a central 
element in a package of mea¬ 
sures to allow the Danish gov¬ 


ernment to hold a second refer¬ 
endum on the treaty. 

A second element is a much 
tighter definition of subsidiar¬ 
ity - ensuring the Community 
only has authority in those 
areas where national govern¬ 
ments could not operate effec¬ 
tively. 

Officials said that Mr Major 
welcomed the work' that Mr 
Delors bad already instituted 
but impressed on the Commis¬ 
sion president the need to 
translate the theory into prac¬ 
tical decisions. That would 
Involve both a review of all 
those areas in which the Com¬ 
mission had in the past taken 
“unnecessary" powers, along¬ 
side a mechanism to ensure 
that it did not do in the future. 

The prime minister also sees 
tangible progress on both 
fronts as one of his most 


potent weapons in his efforts 
to isolate Tory critics of the 
Maastricht deal as well as in 
the Community's attempts to 
re-assure the Danes. 

Mr Major underlined his 
determination not to renege on 
Maastricht during a meeting 
yesterday afternoon with offi¬ 
cers of the 1922 committee of 
backbench MPs, He told them 
that Britain’s growing influ-, 
ence in shaping the future 
direction of Europe depended 
on it being seen to honour its 
agreements. 

Mr Douglas Hurd, the foreign 
secretary, will convey the same 
message in a meeting of Con¬ 
servative MPs later today. 

The government meanwhile, 
is to delay the renomination of 
a second British Commissioner 
until after tbe Labour leader¬ 
ship election. Mr Major, who 


will endorse Mr Delors contin¬ 
ued presidency at tbe Lisbon 
summit, intends to re-appoint 
Sir Leon Brittah as tbe senior 
British commissioner. But he 
has met Labour requests that 
any decision over Mr Brace 
Mlllan's fixture should not be 
taken until after Mr Kinnock’s 
replacement as opposition 
leader next month. 

• Mr Major must distance 
himself from the “Thatcherite” 
notion that widening of tbe 
European Community will stop 
greater EC integration, Mr 
Paddy Ashdown. Liberal Demo¬ 
crat leader, urged yesterday. 

Too many Tories believe that 
by promoting a wider Europe, 
the UK can reverse the Maas¬ 
tricht process and reduce the 
EC to a simple free trade area, 
Mr Ashdown said at a meeting 
of EC ambassadors in London. 


By Ralph Atkina 

THE GOVERNMENT has 
indicated that it will consider 
increasing the scrutiny of 
Britain's overseas and domes¬ 
tic intelligence services. 

Legislation is already 
planned to put the Secret Intel¬ 
ligence Service, or M26. on a 
legal basis. But extra clauses, 
to increase the service’s 
accountability to the House of 
Commons, were not ruled out 
by Downing Street yesterday. 

An official at the Foreign 
Office, which is responsible for 
the M16, said that consider¬ 
ation of the Bill’s contents was 
at an early stage but. “it is all 
up for grabs”. 

The hints come amid 
attempts by Mr John Major to 
reduce unnecessary secrecy in 
Whitehall and improve the 


accountability of public ser¬ 
vices. Last month he con¬ 
firmed, for the first time, the 
existance of MIS and named Its 
chief, Sir Colin McColL 

The domestic intelligence 
service. MI5, was put on a stat¬ 
utory basis in 1989 and. theo¬ 
retically. is accountable to MPs 
via ministers. It is probable 
that any extra scrutiny applied 
to MI6 would extend to M35. 

However it is unclear how 
far the government is prepared 
to go towards the demands of 
some MPs - that the intelli¬ 
gence services should be 
accountable to a Commons' 
select committee, or a commit¬ 
tee of privy councillors. 

In spite of Mr Major’s com¬ 
mitment to reducing secrecy, 
the government refuses to 
comment on the activities of 
the Intelligence services. 


London set UK Post Office 

to be slowest « • 

growing big freezes prices 

I ?/"' 1 nifvr By Roland Rudd the letters division, and the 

VlLj' Parcelforce Group parcels ser 


By Peter Norman, 

Economies Correspondent 

GREATER London will be the 
slowest growing of the Euro¬ 
pean Community’s main city 
areas for the first half of the 
1990s while greater Manchester 
will be second from the bottom 
of'the EC growth league, a 
joint' report from a group of 
European economic research 
bodies says. 

In a report on the prospects 
of 32 city regions in the EC and 
Austria until 1996, the Euro¬ 
pean Economic Research Con¬ 
sortium. (Ereco) forecast that 
five of the 10 slowest growing 
areas would be in the UK. 

The fastest growing UK city 
region would be Edinburgh,' 
ranked 23 out of 32, followed by 
Cardiff and Bi rmingham at 24 

and 25 respectively while the 
Glasgow-Strathclyde area is 
forecast to be i7th- in the 
growth league. These city 
areas are expected to achieve 
annual increases of between 
2.4 and 2 per cent in gross 
value added between 1989 arid 
■ 1996,. while tbe value-added to' 
goods and services produced in 
London is expected 1 to grow by 
only 1 per cent a year in the 
period. 

The Ereco institutes from 
the UK, France, Germany, the 
Netherlands and Austria, con: 
eluded that an “Alpine Arc”, 
including, southern Germany, 
Austria and northern Italy, 
will gain more in prosperity 
than other European regions to 
1996. However. Madrid and 
Berlin will-be the fastest grow¬ 
ing EC cities with annual 
value added growth of 4.7 and 
4J> per cent respectively. 

The institutes forecast that 
Munich. Vienna, Bologna, 
Lyon and Stuttgart will 
achieve w^nnai value added 
growth of between 3.4 and 3.9 
per cent between 1989 and 1996. 
The cities in the alpine area 
have in common reserves of 
skilled labour, long traditions 
of industrial innovation and 
socio-political stability. They 
are also the centres for some of 
the. more dynamic sectors of 
manufacturing industry. 

However, the Ereco research 
ozi tbe potential of Europe's 
alpine region, is incomplete. 
The cities of Switzerland were 
not included in the study. 

The UK cities' poor growth 
outlook reflects the deep UK 
recession. But Loudon has spe¬ 
cial problems including traffic 
congestion, high costs and 
deindustrialisation, while 
greater Manchester will be hit 
by a further decline in its tex¬ 
tile and defence related Indus¬ 
tries. 

European Regional Prospects, 
Ecu 2,000 (£1,400) or Ecu 100 
(£70) for abridged version, from 
Cambridge Econometrics, 21 St 
Andrew’s Street,. Cambridge 
CB2 3AX. UK 


By Roland Rudd 

UK POSTAGE prices for first 
and second class mail will be 
frozen until at least the end of 
the year as the Post Office 
announced a record pre-tax 
profit of £247m for the year to 
March 29. 

Sir Bryan Nicholson, chair¬ 
man, said the Post Office's 
increased productivity and cost 
reductions could make it 
harder for the government to 
deregulate the market - 
although he made it dear he 
was not afraid of more compe¬ 
tition. 

Last year, the government 
announced plans to reduce the 
Post Office's monopoly on 
sending letters priced under £1. 
Yesterday it said: “We are still 
committed to introducing more 
competition and will do so In 
the next parliament - not 
withstanding the Post Office's 
good results.'’ 

For the first time since the 
government announced its 
decision to establish a national 
lottery, Sir Bryan revealed that 
the corporation had made a 
formal bid to run it, with 
another company, through its 
network of 20,000 Post Office 
counter shops. 

Hus year’s £247m profit com¬ 
pares with £153m in 1990-91 
when there were £106m of 
exceptional Items relating to 
re-organisation of Royal Mail, 

PM may act 
on sale of 
County Hall 

By Andrew Adonis 
and Alison Smith 

MR JOHN MAJOR, the prime 
minister, is set to intervene in 
the growing: controversy over 
the future of London’s County 
Hall, amid expressions of deep 
resentment by the Japanese 
purchaser of the site at the 
government’s continued failure 
to confirm the sale. 

The cabinet is divided on the 
sale. Several senior ministers 
are believed to support consid¬ 
eration of a bid by the London 
School of Economics (LSE) to 
take over the site. A clause in 
the sale contract allows the 
government to withdraw at 
any time until the end of this 
year. A cabinet committee last 
week reportedly decided to 
allow the LSE to submit a plan 
to move to Comity Hall from 
its present site in central Lon¬ 
don. 

Mr Makoto Toyota, of Shiray- 
ama, denied reports that the 
company had indicated its 
desire to withdraw because of 
the controversy, but said: “The 
present situation is totally 
exhausting. We are begging the 
British government to make 
dear its Intentions soon if we 
are to carry on;” 


the letters division, and the 
ParceLForce Group parcels ser¬ 
vice. Turnover for the group 
increased from £4.7bn to 
£5.1bn. 

Royal Mail's profits before 
tax and exceptional items 
increased from £171m to £266m. 
Post Office Counters' pre-tax 
profits fell by £2m to £26m. 

Parcelforce continues to lose 
money. It made a loss before 
tax and exceptional items of 
£24m compared with a £75m 
loss in 1990-91. It. shed 550 
administrative jobs and dosed 
more of the division's opera¬ 
tional centres in a move 
designed to make the parcels 
division break even. Sir Bryan 
said he continued to hope that 
It would mak e a profit by next 
year. 

Mr Tom Corrigan, chairman 
of the Post Office Users' 
National Council, said: “Parcel- 
force has now lost £131m in the 
past two years and had it not 
been for the efforts of Royal 
Mail, tbe Post Office would 
dearly have failed to meet tbe 
mandatory financial targets ! 
imposed on it by the govern¬ 
ment” 

Sir Bryan’s pay increased by 
14. per cent from £149495 to 
£170,471, reflecting perfor¬ 
mance-related bonuses. The 
annual accounts also disclosed 
that four other Post Office 
board members were paid 
between £135,000 and £150,000. 



Jeremy Bales brought new hope to long-suffering British tennis fans today when he eliminated seventh seed Michael Chang on 
the second day of the Wimbledon tournament in south-west London. Britain's top player, ranked 113th in the world, delighted 
spectators on Court 14 with a straight sets victory, 6-4 6-3 6-3, over the American, who at 20, is 10 years his junior. Bates said: “1 got 
better as the match went along. It's a good win, but it’s only one match - I'm not going to be ranked 10th in the world after this.” 


Health group urges the 
closure of 15 hospitals 

By Alan Pika, The problem has been brought The report calls for a i 


Britain in brief 


By Alan Pike, 

Social Affairs Correspondent 

UP to 15 London hospitals 
should close with resources 
shifted to improvements in 
family doctor and co mmuni ty 
services, a report on the capi¬ 
tal’s health care recommended 
yesterday. 

The report does not nomi¬ 
nate hospitals for closure, but 
implementation of its recom¬ 
mendations would mean the 
loss of famous teaching hospi¬ 
tals. Medical staffing levels in 
the city's hospital service 
would be reduced by 30 per 
cent 

Mrs Virginia Bottomley, 
health secretory, described the 
report, from the King’s Fund 
health policy centre, as a radi¬ 
cal vision of future health care 
in London which would be 
“extremely valuable in point¬ 
ing the way ahead.” 

She has asked Sir Bernard 
Tomlinson, who is advising the 
government on future health 
provision in the capital, to take 
account of the proposals. 

London is. relatively over¬ 
provided with hospital beds, 
particularly in Its high-cost 
inner-city teaching hospitals. 


The problem has been brought 
to a head by the new funding 
system of the government’s 
health reforms - inner-Lon- 
don districts, with their falling 
populations, are losing money 
while health authorities in the 
Home Counties have greater 
incentives to treat patients 
locally. 

“In many important respects 
London's health services 
appear stuck in a time warp, 
having been shaped a century 
ago," says the report 

In 1989-90 hospital and com¬ 
munity health services in Lon¬ 
don cost E29bn - 20 per cent 
of total English expenditure 
although the capital contains 
only 15 per cent of the popula¬ 
tion. Health care costs In Lon¬ 
don were 20 per cent above the 
English average, with those in 
central London 45 per cent 
higher. 

London received a “poor 
deal” from health services. 
Compared with the rest of 
England it had considerably 
more general practitioners 
with list sizes in excess of 2,500 
and more single-handled GPs, 
while the proportion of GPs 
aged over 65 was 130 per cent 
above the English average. 


The report calls for a strate¬ 
gic task force, accountable to 
the government, to develop pri¬ 
mary and community services 
in conjunction with health 
authorities. It envisages a 25 
per cent reduction in London 
hospital beds over the next 18 
years, and predicts the closure 
of about 15 major acute (gen¬ 
eral) and specialist post-gradu¬ 
ate hospitals between now and 
2010. London has 41 acute hos¬ 
pitals with more than 250 beds. 

It would, says the report, 
require about £19bn to achieve 
its proposed service changes, 
plus £ 220 m to develop commu¬ 
nity health care premises. An 
estimated £l5bn will be avail¬ 
able under the NHS's capital 
programme for London hospi¬ 
tal developments during the 
next 20 years. 

London trains one-third of 
Britain’s doctors. The report 
envisages cutting the number 
of medical students in the capi¬ 
tal from 1,350 to 960 with train¬ 
ing concentrated in four col¬ 
leges of London university - 
Imperial, University. Queen 
Mary-Westfleld and King’s. 

Measured approach, Page 10 

Editorial Comment. Page 14 



transmitted a fatal disease 
deliberately. Members of par¬ 
liament have called for the law 
to be changed to bring it in 
line with legislation in the US 
and Australia. 


Japanese investors step up Welsh R&D 


C OMPANIES based in 
Japan are increasingly 
undertaking research 
and development in Wales, the 
UK principality, and in c reasi n g 
the “local” - European Com¬ 
munity - content of their 
products. 

These are the principal find¬ 
ings of an investigation of the 
economic and social conse¬ 
quences of Japanese Invest¬ 
ment in Wales. 

-Three academics at Carcnlf 
Business School — Mr Jona¬ 
than Morris, Mr Max Munday 
and Professor Barry Wilkinson 
- found that nine out of 23 
.manufacturing companies sur¬ 
veyed had. undertaken “limited 
design work" with one con-, 
sumer .electronics manufac¬ 
turer “Intending to transfer 
major development work from 
Japan .in. the next two 
years". 

- .' The nature of the R&D var- 


A number of Far East companies are moving design 
teams io the principality, writes Anthony Moreton 


ied from the basic - using 
only three employees - to 
companies such as Sony, Cal- 
sonic and Hitachi, with “major 
design departments employing 
upwards of 50 people". 

Four years ago a report by 
Mr Morris led to angry recrimi¬ 
nations over his finding that 
Japanese investment had 
largely led to the creation of 
assembly work, for a mainly 
female workforce, having a 
limited effect on the rest of the 
Welsh economy. 

The new report shows job 
creation among men has 
increased materially - 47 per 
cent of the workforce in the 
plants that provided figures. 

Of the 42 Japanese compa¬ 
nies operating in Wales, 29 are 


in manufacturing, with a 
heavy concentration In con¬ 
sumer electronics. The rest 
cover interests such as golf- 
course ownership, property 
development, musical instru¬ 
ments and distribution. 

Taklron, the first company to 
come to Wales, arrived in 1972 
to make PVC corrugated sheet¬ 
ing. The largest, Sony, now 
employs about 2.500 people - 
more than that traditional 
Welsh industry, coal Other big 
names include Bitar.hi, MatSUS- 

hita. Brother Industries and 
Sharp. 

The survey says local con¬ 
tent of the manufacturing com¬ 
panies' products was more 
than 50 per cent In over half 
the manufacturers surveyed, 


with a “common range” of 60 
per cent to 80 per cent in the 
large producers of consumer 
electronics. The highest level 
of local content was in chemi¬ 
cals and plastics, where three 
of the companies bought more 
than 95 per cent in the EC. The 
survey adds: “The majority of 
companies were actively -seek¬ 
ing to increase local content 
levels over the next five 
years." 

. Slightly more than 200 of the 
13,400 employed by the Japa- 
nese in Wales are Japanese 
nationals. One company. Seki- 
sui - which opened in Mer¬ 
thyr Tydfil in 1978 - had a 
completely non-Japanese work¬ 
force. 

Social life for the Japanese 


can be difficult The men tend 
to bury themselves in their 
work. Some managers said 
they worked the same long 
hours as they had done in 
Japan. “Typically I work Sam 
to 10.30pm. I worked 3,300 
hours in 1991,” one manager 
told tbe researchers. 

Many of the Japanese wives 
speak little or no English and 
isolation is accentuated for 
some when companies spread 
employees around the commu¬ 
nity “as part of a policy to aid 
integration". 

The main problem for fami¬ 
lies was said to be reintegrat¬ 
ing children into Japanese 
schools on return home. Some 
executives overcame this prob¬ 
lem by leaving their wives and 
families behind. 

Japanese Investment in Wales: 
Economic and Social Conse¬ 
quences. Cardiff Business 
School. Cardiff CFl 3EU. £20 


Lloyd’s chiefs 
face angry 
investors 

Today's annual general 
meeting of tbe Lloyd's insur¬ 
ance market promises to be 
foil of fire and fury. 

The markets ruling council 
faces the anger of many of the 
hundreds of Names, the indi¬ 
viduals who stake their wealth 
on the insurance market’s for¬ 
tunes, who face financial ruin 
as a result of the latest losses. 

But Names’ leaders are 
expecting little of substance to 
emerge. Names facing losses 
are placing their main hopes 
on legal action and believe 
that an extraordinary general 
meeting, In which the council 
fares a vote of no confidence, 
could be more decisive. 

Mr David Coleridge, chair¬ 
man of Lloyd’s, will tell Names 
that the market’s losses in 
1989, its latest year of account, 
will amount to £2bn. 

About 4,000 Names on seven 
syndicates managed by Gooda 
Walker, which went into liqui¬ 
dation last year, must pay 
£49 lm. 

Aids scare 
played down 

UK health authorities said a 
man accused of deliberately 
infecting several women with 
the HTV virus had been irre¬ 
sponsible rather than mali¬ 
cious. 

News reports said the man 
hac developed fall-blown Aids 
and one of the infected women 
had died. Another of the 
women reportedly told newspa¬ 
pers he had wilfully passed on 
tbe disease in revenge for 
inheriting heamophllia. 

The man involved, however, 
Issued a legal statement saying 
said he had never bad sex with 
any woman who was not aware 
he was HIV positive, 
to infect 

The case has highlighted 
Britain's lack of legislation to 
prosecute those alleged to have _ 


Insurers plan 
‘blitz’ on fraud 

The insurance industry has 
promised a “blitz" on fraud, as 
it launched a media campaign 
to combat bogus and inflated 
claims which cost it an esti¬ 
mated £400m last year. 

. Mr Mike Jones, chief execu¬ 
tive of the Association of Brit¬ 
ish Insurers (ABI). which is 
co-ordinating the effort said: 
“We aim to Identify, spotlight 
and prosecute the fraudsters. 
They must not be allowed to 
get away with dodgy claims." 

Fraud by policyholders has 
added to the problems of the 
industry, which announced 
record trading losses of £3.3bn 
in 1991. 



Tally sticks 
sold for £17,600 

A bundle of 21 rare wooden 
tally sticks (above) used in the 
mid-l3th century as royal 
receipts has sold for £17,600 at 
Sotheby’s to the London dealer 
Quaritch. 

Further tax 
relief for films 

The government has decided 
to broaden the tax relief mea¬ 
sures for tile film industry 
that were announced in the 
Budget 


Brussels 
may extend 
deposit 
protection 

By David Barchard 

CUSTOMERS of British banks 
may soon enjoy protection on 
90 per cent of their bank depos¬ 
its instead of the present 75 per 
cent, under proposed legisla¬ 
tion from Brussels, according 
to Sir Nicholas Goodison, presi¬ 
dent of the British Bankers 
Association. 

Tbe protection, however, will 
apply to up to £11,900 (Ecu 
16 , 000 ) of savings compared to 
£20,000 offered by the existing 
depositor protection scheme 
within the UK which will con¬ 
tinue to operate alongside the 
new European Community 
scheme. 

Building society customers 
already enjoy protection on 90 
per rent of their deposits up to 
the £20,000 ceiling. 

Banks within the European 
Community are reported to be 
close to agreement on the main 
points of a Deposit Guarantee 
Schemes Directive which 
would ensure minimum stan¬ 
dards of depositor protection 
throughout the twelve member 
states of the European Commu¬ 
nity. 

The talks between the banks 
ran into temporary difficulty 
when banks in Germany and 
Italy tried to hold out for 100 
per cent depositor protection 
under the directive. 

British banks oppose total 
depositor protection which 
they believe would encourage 
imprudent behaviour among 
both investors and banks and 
make much stricter govern¬ 
ment regulation of the banking 
system necessary. 

The British Bankers’ Associ¬ 
ation (BBA) expects that the 
scheme which is now likely to 
be agreed will ensure that 
depositors are able to get back 
up to ninety per cent of their 
savings up to ECU 15,000 
(£10,714) if their bank fails. 

One advantage of tbe new 
scheme for depositors is that It 
would cover deposits in all cur¬ 
rencies. 

The existing scheme applies 
only to sterling deposits. 

Deposits with branches of 
hanks from non-EC countries 
operating inside the EC would 
also be covered by the scheme. 

Though no" text of the pro¬ 
posed Directive has yet been 
drawn up, the bankers' associa¬ 
tion expects that it will be fina¬ 
lised in the second half of this 
year during the British presi¬ 
dency of the European Com¬ 
munity. 


Mr Stephen DorreU, finan¬ 
cial secretory to the Treasury, 
has proposed new clauses to 
the finance bill to provide 
relief op to a limit of 20 per 
cent of pre-production expen¬ 
diture and to extend the 
planned 33'A per cent annual 
write-off on film production to 
expenditure on the acquisition 
of qualifying fThn« 

The moves will cost little in 
the current financial year but 
add about £5m a year to gov¬ 
ernment support for the indus¬ 
try from 1993-94 onwards. 


Accountants 
keep cars 

The UK motor industry, 
increasingly concerned that 
higher taxation on company 
cars might lead to employees 
handing back their keys in 
favour of more salary, could 
take comfort from a survey of 
chartered accountants on the 
subject 

Nearly 70 per cent of 200 
accountants surveyed said 
they would not willingly 
exchange their company cars 
for a cash equivalent 

The survey by Accountancy 
magazine, however, said there 
is good reason for car makers 
to worry should companies 
themselves decide to end com¬ 
pany car schemes. 


Anglia TV to 
freeze wages 

Anglia Television has 
announced a wage freeze for 
its staff wntil the beginning of 
1994 as well as other cost cut¬ 
ting measures. Tbe decision Is 
the latest sign of financial ten¬ 
sion in the ITV system follow¬ 
ing last year’s competitive ten¬ 
ders for new franchises. 


Coke plans 
green scheme 

Coca-Cola has launched its 
first plastic bottle in Europe 
containing recycled material, 
but quickly ran into criticism 
from environmental groups. 
Plastic bottles left at kerbside 
collection boxes will be 
shipped to a reprocessing plant 
in the US. The regenerated 
pure plastic resin will he sent 
back to existing Coca-Cola 
bottling plants in Europe for 
manufacturing. 


i 











MANAGEMENT 


■ps-■ Delegates to today's 

r National Assoria- 

< J tion of Health 

ry Authorities and 

v-t jOL j Trusts conference 

Xy/< j in Harrogate have 

/*\ ail received an 

\Jtej 4? unusual gift - a 

! pedometer. 

i -=—-1 The intention is 

to highlight the fact 
that people working in hospitals 
spend a remarkable amount of time 
walking around. 

A study of junior doctors pub* 
iished by Andersen Consulting this 
week showed that each walks an 
average of six or seven miles during 
a shift - consuming up to three 
hours of what is supposed to be 
productive time. 

Porters in one large teaching hos¬ 
pital were found to be walking up to 
20 miles a day. Less remarkable per* 
haps, because walking is one of a 
porter's main duties but - since 
the hospital spends £L.25ra a year 
on porteruig services - powerful 
evidence that a reduction in their 
movements could save money. 

Could it be achieved? Yes. confer¬ 
ence delegates will be told, ft will 
require a complete restructuring of 
the way hospitals are organised, but 
that is not as impossible as it 
seems. 

Many British hospitals have 
developed in a haphazard way. 
Often housed in Victorian buildings 
extended during the present cen¬ 
tury, new departments and large 
items of equipment tend to be 
located on the basis of available 
space rather than efficient. 

Health planners in Britain, the US 
and elsewhere are now trying to 
bring more order into this haphaz¬ 
ard structure. Schemes known as 
patient-focused or patient-centred 
hospitals aim to provide teams of 
care staff to meet most of a 


T he part played by bricks and 
mortar in ITS business is 
remarkable both for its 
importance and its inefficiency. 

“Property is often a neglected 
asset, despite its significant contri¬ 
bution to running costs,” declared 
a recent survey commissioned by 
Stanhope, a property company. 

“Property needs to be higher on 
the boardroom agenda,” concluded 
a report by Debenture Tewson & 
Chinnocks, property adviser, pub¬ 
lished last week. 

British companies suffer some of 
the highest property costs in the 
world. Buildings typically account 
for 5-15 per cent of a company’s 
operating costs, second only to the 
payroll in importance. Property is 
often more than half a company’s 
tangible assets: UK companies 
owned £225ba of property in 1989. 

A vast number of companies have 
more property than they need. 


Britain's big hospitals are becoming out-dated. 
Alan Pike reports on pressure to break them up 

Measured approach 
to radical reform 


FINANCIAL TIMES WEDNESDAY JUNE 24 \ 99 - 


• t i - rnnTii TlYWMffW 'iOTrlwf r~ ilffirf 


patient’s needs in a single unit, so 
that patients do not have to go on 
long journeys around the hospital 
for treatment. 

A few commonly repeated blood 
tests, for example, account for 80 
per cent of all hospital blood testing 
- suggesting that nurses could be 
trained to carry such procedures on 
the ward. 

Andersen Consulting, which is 
involved in helping hospital man¬ 
agements develop patient-focused 
schemes - alongside Booz Allen & 
Hamilton and other management 
consultants - sent the pedometers to 
conference delegates to emphasise 
the point. Bat the time wasted 
walking around was only one of the 
inefficiencies found by Andersen in 
a survey of 10 NHS hospitals during 
the past three months. 

Other findings showed that 

• A common pathology test took, 
on average, 10 people and 18 hours. 

• A typical patient came into con¬ 
tact with 47 different care providers 
during a five-day stay in hospital. 

• Hospitals in the survey typically 
had 201 job classifications. 

The patient-focused approach 
involves moving away from the con¬ 
cept of the hospital as a single insti¬ 
tution and dividing its buildings 
into a series of centres. 


At Lee Memorial Hospital In Flo¬ 
rida, where Andersen is helping 
local management introduce 
“Toeused-care", a mini-orthopedic 
hospital has been established 
within the building with its own 
beds, pharmacy, laboratory, radiol¬ 
ogy centre and offices. 

Patients receive all except the 
most specialised and complex treat¬ 
ment within units like these from 
teams of multi-skilled staff. 

Kurt Miller, an Andersen consul¬ 
tant, believes the patient-focused 
approach raises the quality of care 
and improves Industrial relations 
and staff retention rates. He pre¬ 
dicts it could eventually reduce 
overall operating costs by about 10 
per cent 

L ondon’s Central Middlesex 
Hospital, which became one of 
the first self-governing trusts 
last year, is managing its own move 
to a patient-focused structure with 
an in-house team. 

Starting next year, the hospital 
will be divided into 14 ambulatory 
care centres reflecting the main 
medical needs of patients and cater¬ 
ing for both day and in-patients. 
There are plans to replace old build¬ 
ings with purpose-built blocks to 
house the centres. 


According to Andy Black, the hos¬ 
pital's chief executive: "An increas¬ 
ing number of other managers are 
asking.about what we are doing. 
This may become one of the next 
big issues for change in the ser¬ 
vice.” A move to patient-focused 
care would undoubtedly cause a 
reduction in those 201 job classifica¬ 
tions. Supporters of the system say 
multi-skilled teams are good for 
both the quality of patient care and 
staff morale. 

Miller says his US experience sug¬ 
gests that once initial staff fears 
about deskilling have been 
addressed, job-satisfaction rises. 
“When a multi-skilled team is given 
complete responsibility for a group 
of patients, they feel they are 
playing more of a part in the task of 
curing people." 

Nick Edwards. Andersen’s UK 
consultant who supervised the sur¬ 
vey of NHS hospitals, says current 
hospital organisation encourages 
staff to give primary loyalty to their 
profession. “The solution is to 
design the system around the needs 
of the patient, rather than giving 
priority to the requirements of the 
institution and the professional and 
other groups working in it” 

Some NHS managers believe hos¬ 
pitals are likely to reduce their 



Tony hstOrm 

Doubts are being cast over the fnture of London teaching hospitals like University College Hospital 


workforces by up to 20 per cent 
during the 1990s. This is likely to 
affect both skilled and unskilled 
staff. A move to a patient-focused 
organisation would provide person¬ 
nel managers with a rational basis 
for launching a drive for productiv¬ 
ity improvements in the NHS. 

By the next century, even more 
dramatic things may be happening 
to hospitals. According to a report 
published by the King’s Fund 
health research organisation yester¬ 
day, they will be playing a much 
smaller part in the overall delivery 
of health services by the year 2010. 


The King’s Fond report casts doubt 
over the future of famous London 
teaching hospitals like University 
College and the Middlesex hospitals, 
with their joint medical school and 
elderly, central London buildings. 

The district general hospital of 
the 1960s and 1970s is becoming out¬ 
dated, suggests the report. It pre¬ 
dicts that a large proportion of hos¬ 
pital work - perhaps including 
areas like psychiatry', dermatology 
and the clinical care of elderly peo¬ 
ple - is likely to shift to GPs sur¬ 
geries, health centres and the com¬ 
munity. The bulk of planned. 


A wall of silence on the subject of property 

Vanessa Houlder offers some advice to companies that are mismanaging their buildings 


DTC’s survey of the UK's 100 larg¬ 
est companies showed that 5 per 
cent of commercial Ooorspace was 
unused - enough to accommodate 
the entire working population of 
Bristol. For the most part, how¬ 
ever, property receives very little 
attention, with the notable excep¬ 
tion of takeover bids where prop¬ 
erty values tend to be an important 
battle ground. 

Perhaps the main explanation for 
this is the lowly stature of property 
managers. The head of property is 
often six or more layers down from 
the chief executive. Only 10 per 
cent of the UK’s largest 100 compa¬ 
nies employ a property director. 


“In most companies, there is lit¬ 
tle or no representation of property 
within main boards, with the result 
that property is never fully consid¬ 
ered as part of the overall business 
plan for the company,” says St 
Qrantin, a firm of chartered survey¬ 
ors. 

In some industries, the pressure 
to improve the efficiency of prop¬ 
erty management is intense. Retail¬ 
ers in the south east which have 
been struggling with crippling rate 
and rent rises are acutely aware of 
the need to contain property costs. 

Pharmaceutical companies are 
mindf ul of the value of their asset 
base because the regulation of drug 


prices is linked to their return on 
capital The value of a bank's prop¬ 
erty holdings affects its capital and 
its ability to lend. 

Improving the way that property 
Is managed is not easy. Property is 
notoriously illiquid and cyclical 
Furthermore, the structure of the 
UK property industry is, almost 
alone in the world, designed to sort 
the investor rather than the occu¬ 
pier. UK tenants' leases are far 
more onerous than most of their 
counterparts overseas. 

’ In some respects, a tenant’s lot is 
particularly difficult at present. 
The present slump is scuppering 
the best-laid plans for relocation. 


sub-letting and the disposal of 
empty property. 

But in other respects, the prop¬ 
erty glut has turned the tables on 
landlords, who now have to place 
more importance than ever on 
attracting an occupier. This is 
creating unprecedented opportuni¬ 
ties. 

Measures that should be consid¬ 
ered include: 

• Tougher negotiations on new 
leases. Tandy, the retail chain, is 
refusing to sign any leases without 
a five-year break clause. Boots has 
just won a court case over its 
refusal to sign an npwards-oniy 
rent review. 


• Sale and leasebacks, which 
allow a company to unlock the cap¬ 
ital tied up is a building. This is 
likely to have increasing appeal to 
property-rich companies, such as 
hotel chains mid retailers, which 
want to strengthen balance sheets. 

• improved management informa¬ 
tion. At least 20 per cent of the top 
100 companies do not even known 
the basics such as location, size and 
tenure of each property they 
occupy, according to DTC. Only a 
third of large companies have a 
comprehensive management infor¬ 
mation system. 

• Separating the role of landlord 
and oceupier within a company. 


non-urgent surgery will be per¬ 
formed on a day-case basis. Hospi¬ 
tals will become smaller and more 
specialised, concentrating on people 
receiving complex treatments. 

Compared with achieving this 
level of change, the introduction of 
patient-focused care looks a rela¬ 
tively straightforward management 
task. But the view that hospitals 
are about to undergo some of the 
biggest structural changes in their 
long history is widely shared by 
health planners and, as the King's 
Fund report points out, the year 
2010 is not very far away. 


Charging an occupier the true costs 
of its premises can bare important 
Implications for Its profitability. 
When, for Instance, Kingfisher, the 
retail group, introduced this arm's- 
length approach between shops and 
property investment in the early 
2980s, it exposed the poor returns 
of a phalanx of stores which were 
then closed. 

• Extracting value from proper¬ 
ties. Most portfolios offer opportu¬ 
nities to buy in unfavourable 
leases, to realise development 
potential to enhance values by get¬ 
ting planning permission or release 
“marriage” value by combining 
freehold and leasehold In one own¬ 
ership. 

Even in the the trough of the 
property recession, there is scope 
for companies to think ahead. If 
property is to be more than a neces¬ 
sary evil companies need to min¬ 
imise costs and identify value. 


Spain will Make you Feel Like Writing. 


^ pain doesn’t fit easily onto a postcard. 

It is above all else, a landscape and a 
culture of majestic .contrasts. It the north, 
the Cantabrian Mountains effectively insulate 
the community from the influences of the 
central plateau. And the Mediterranean 
seems a long, long way off. Down south, 
the coastal languors of Almerta are a 
million kilometres away- from the 
cosmopolitan bustle of Barcelona. Where 
else in Europe could a morning on a ski slope turn into an afternoon on a beach? 
And where else on earth would you find one of the world’s most beautiful* mosques 


does to music or ar^Bte the new Basque school of Spanish cooking, ft’s as eclectic 
m its fusion of the best regional ingredients and recipes as say, the great flamenco 
guitarist Paco de lucta is in his flirtations with jazz. Typically, both excite Spanish 
passions, both for and against. Where Spain is concerned, there’s always an added 
flavour, an extra dimension, anorher new excitement. In short, there’s a lot to write 
home about. 
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Passion for life. 


LONDON, 6&7July, 1992 

IT his year's annual Financial Times conference will focus on the 
/ liberalisation of the European telecommunications market and the 
I growing debate on how to create a more dynamic telecom¬ 
munications market, with lower prices and more services. The new 
alliances that are being formed to meet the global communications 
needs of customers will be reviewed, as well as how fast Eastern 
European telecommunications facilities are being upgraded. 

Speakers include: 

Dr Claus-Dieter Ehlermann Mr John E Bemdf 

Commission of the European Communities AT&T 


Mr Viesiurs Vucins 

Swedish Telecom International AB 

Dr Herbert lingerer 

Commission of the European Communities 

Mr Nicholas Garthwarte 

Touche Ross Management Consultants 

Mr Alajos Kauser 

Hungarian Telecommunications Company 


Mr John E Bemdf 

AT&T 

Dr Klaus W Grewlvch 

Deutsche BundespostTelekom 

Mr Peter Cook 

BT Tymnet Europe 

Mr Kurt Hellstfom 

Ericsson Radio Systems AB 

Dr Edouard Wyileman 

European Bank for Reconstruction 
and Development 
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Z-VISION™ 




The new Z series from Zenith Data Systems meets the four fundamental needs of the 
most demanding professional users: Investment Protection, Integrated Connectivity, Ease of Use, 
and Design and Ergonomics. The Z series meets the specifications of Bull’s 
Distributed Computing Model * vumm* - 


DISTRIBUTED COMPUTING MODEL. 
INVEST IN YOUR BUSINESS. 


Worldwide 

Information 

Systems 


Bull 



DDB NEEDHAM ‘Distributed Computing Model is a trademark of Bull S.A. 
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V isitors entering St Mark's 
basilica in Venice usually 
cast their eyes upwards 
as their attention is 
caught by the stunning golden 
mosaics ot Christ and the Apostles 
towering above them. 

Few spare a thought for matters 
below ground. However, until 
recently, the crypt beneath the High 
Altar, which houses the remains of 
the Serenissima's patron saint, 
offered a scene to dampen the 
spirits of even the keenest tourist 
For decades the crypt one of the 
basilica's holiest places, has played 
host to thousands of gallons of 
dirty, fetid water. Its level has been 
rising steadily as Venice itself has 
sunk. At high tides, the water has 
even lapped the tips of the ancient 
vaulted brickwork forming the 
crypt’s ceiling, leaving a disfiguring 
and potentially dangerous legacy of 
salt within the stone. 

The water has not come from 
Venice’s famed tides, but from seep¬ 
age through the crypt’s walls. The 
level of water outside the crypt has 
risen, allowing ever more water to 
penetrate its walls.Today, the crypt 
floor is 36cm below sea level. 

Church records show that 
attempts to tackle the problem are 
as old as the Basilica itself. In the 
mid-sixteenth century, administra¬ 
tors thought they had overcome 
their troubles by raising the floor. 

That worked for a few decades. 
By the mid-iSSfls, the crypt was 
becoming unusable again, and it 
was eventually walled off. Three 
hundred years later, with the dis¬ 
covery of concrete, another serious 
attempt was made to resolve mat¬ 
ters. The lower half of the walls and 
the floor, raised again, were covered 
with concrete to keep the water out. 

The treatment worked, but did 
nothing to stop the problem of sum¬ 
mertime condensation, which 
became evident as soon as the crypt 
name back into use. By the mid- 
1950s, water penetration was 
increasingly acute as the concrete 
lining aged and the whole city sank 
fiirther. The crypt was closed. 

At a {Hess conference last week, 
Rhone Poulenc, the French chemi¬ 
cals group which has sponsored sev¬ 
eral stonework restoration projects 
in Italy, announced that the crypt's 
problems may be over. After a six- 
year project, involving study of 
materials and the injection into the 
walls of a special waterproof resin, 
the sea may be out for good. 

When the next phase of the resto¬ 
ration, concentrating on the ailing 
brickwork, is over, it should be pos¬ 
sible to hold services in the crypt 
again. The hope is to complete by 
1994, the Basilica's 1,000th anniver¬ 
sary. The crypt would be reserved 
for worship. 

Rhone Poulenc's contribution has 
come in the form of speciality chem¬ 
icals - in this case Rocagil, a sili- 
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st Mark’s basilica +o tackle tide of waste 


Haig Simonian describes the risks and 
rewards of special techniques to save 
the crypt of St Mark’s basilica 

Waterproof 
in Venice 



Preserving a gorge ous legacy: the facade of Saint Mark's basilica 


cone-based resin - and the technique 
to apply them. The company is 
reluctant to say how much It has 
spent. Apart from donating the 
materials, its commitment has 
involved devoting senior specialists 
to the project, with two technicians 
on site. 

Using resins for waterproofing is 
not new. According to Carlo Mol¬ 
teni, a former R&D chief of Rhone 
Poulenc in Italy, the first applica¬ 
tion dates back to a dam project In 
Algeria in 1968. 

The age and the cultural and reli¬ 
gious significance of St Mark's 
crypt turned the restoration process 
into an unusually lengthy task. Pre¬ 
liminary work in 1972 involved the 
use of epoxy resins. They failed to 
permeate the finest cracks and 
pores. 


Rocagil had a viscosity level simi¬ 
lar to that .of water, which made it 
id eal for the teak, explains Molteni, 
who holds a 1967 patent on the use 
of silicone-based resins. Even when 
Che right product had been identi¬ 
fied, application could only take 
place slowly. Only after two high 
tides could the project leaders be 
sure that the chemical, and the 
technique, were working. The need 
to observe the Basilica's primary 
function as a. place of worship 
meant heavy work, such as drilling, 
could not take place uninterrupted. 

The project has been a object les¬ 
son in public relations and market¬ 
ing for Rhone Poulenc. It also spot¬ 
lights the risks of 
misunderstandings and cultural 
clashes that can emerge when big 
business and bodies like St Mark’s 


Hint. 

Sponsorship of the arts is not new 
in Italy. Many companies, notably 
banks, are generous givers for pres¬ 
tige-winning restoration projects. 

Rhone Poulenc, which counts 
Italy as its fourth biggest foreign 
market, with sales of about 
Ll,300bn, is no exception. It has 
been involved with projects to 
restore the stonework on buildings 
and monuments as famous - and 
disparate - as Milan's town hall and 
the Duomo in Parma, as well as 
making a perfect copy of Donatel¬ 
lo's statue of St Mark In Florence. 
Concentrating on restoration and' 
copying allowed the company to 
associate its name with some of 
Italy’s best-known monuments. 

The idea also makes sense in 
terms of the group's overall image 
and communications strategy. 
Rhone Poulenc is only the world’s 
seventh biggest chemicals group. It 
niafms however to be a leader in 
advanced chemicals for stone res¬ 
toration. Executives say it is one of I 
a handful which have the specialist ! 
skills to apply the materials most : 
effectively. 

However, the Venice restoration ; 
shows how delicately a company < 
must tread. It was no coincidence 
that one of the Basilica's represen¬ 
tatives pointedly refused to use the 
word '‘sponsorship" at last week's 
press conference. 

“Sometimes their attitude Is pure 
hypocrisy", says one person not 
linked to Rhone Poulenc. “They 
want our money and our products 
but balk at the idea that we may be 
doing them a favour. Rather, it’s 
the other way around. Sometimes, 
you'd think they'd prefer It their 
buildings were Just left to fall down 
rather than having anyone inter- 
fore". 

- That approach may seem surpris¬ 
ing for cultural administrators in 
countries like the UK, where gov¬ 
ernment funding cuts have obliged 
curators and churchmen to look to 
industry for assistance. 

With more than a decade of expe¬ 
rience in Italy, Rhone Poulenc has 
probably learned the right arts of 
diplomacy. Despite the obvious dif¬ 
ferences, its presence at St Marks is 
clearly appreciated, especially now 
that work is due to start on the 
crypt’s ceiling. 

That process may take as long as 
dealing with the floor and walls, as 
the ancient bricks, now completely 
Impregnated with salt, are visibly 
crumbling. “I don't think there is a 
structure as compromised as this 
one", says Mr Molteni. ] 

How the salt will be expelled, and 
what will replace it so that the 
brides do not foil to pieces, will 
require months of study before final 
decisions are made. Whatever tech¬ 
nique is chosen, the church and the 
company win be working, as Ear as 
Possible, in harmony. . 


Pioneering concepts are agitai 
packaging industry. John Th‘ 


the international 
ill outlines them. 


T he rising tide of packaging 
waste poses an increasingly 
acute problem for the mod¬ 
ern consumer economies. Few 
I ss nes challeng e more urgently the 
ingenuity of environmentalists, 
industrialists, and bureaucrats the 
world over. 

Until recently, tie proposed solu¬ 
tions have tended to favour a regu¬ 
latory approach relying on govern¬ 
mental intervention. Legislation 
has been introduced to force indus¬ 
try to recover and to recycle 
increasing proportions of packag¬ 
ing waste. Strict targets for recycl¬ 
ing rates have been set: sometimes, 
it seems, almost arbitrarily. Cer¬ 
tain forms of waste disposal, such 
as incineration, have been banned. 

These solutions have ce rtain ly 
forced the packaging industry to 
address the issues as never before. 
They have however led to results 
which. In many cases, only harm 
the environment further. 

For example, German companies 
have dumped zero-cost plastics 
packaging waste cm foreign mar¬ 
kets as far away as South Africa 
after befog forced by their draco¬ 
nian recycling regime to collect it 
but unable to reprocess it commer¬ 
cially within their own borders. 

In a iHcmwdnm paper* to be pub¬ 
lished this week, the Centre for 
Social and Economic Research an 
the Global Environment, an envi¬ 
ronmental think-tank, forcefully 
argues that market-based solutions 
can be a more effective way of tack¬ 
ling the root problems: how to 
ensure that the mVnrmal amount of 
packag ing is used in the first place 
and how to create economic incen¬ 
tives to recover and recycle the 
waste that is inevitably produced. 

The neat solution they came up 
with - which the authors claim was 
conceived while watting for a 
delayed flight at Brussels airport - 
is a graduated tax, imposed on 
packagin g products to reflect their 
full environmental costs. The tax 
could either be imposed directly by 
government or by industry itself in 
the form of a levy. The market 
would then determine the “best" 
farms of packaging. 

The argument is that, at present, 
there is a “market failure” in the 
pricing of packages because the 
“external" costs of disposing of the 
waste products by means of land¬ 
fill, incineration or composting are 


not included in the original price. 
The study suggests that an environ¬ 
mental tax would have the effect of 
“internalising" some of these 
“external" costs, reflecting their 
true environmental and social 
impact 

A blanket tax on all packages to 
cover these costs would not dis¬ 
criminate between packages which 
had differing environmental 
impacts. Nor would It encourage 
manufacturers to develop design to 
use less raw material 

The report therefore suggests 
there should be several variables 
within the tax calculation to 
accommodate these concerns and to 
ensure the viability of tbe “Polluter 



Pays Principle”, which is widely 
becoming accepted as an essential 
component of market-based envi¬ 
ronmental solutions. 

The formula for the tax (Hlns- 
trated) shows how this might work. 

Should the manufacturer of a 
packaging product reduce the 
weight per litre of Its product, then 
the burden of tax would reduce cor¬ 
respondingly. Similarly, if the rate 
of recycling (expressed as a frac¬ 
tion) was increased, then the calcu¬ 


lation would again change and foe 
tax would foil further. 

The paper suggests that the 
“external" costs should be limited 
to the environmental damage 
resulting only from foe manufac¬ 
ture and transport of packaging 
products. 

Other considerations, such as foe 
environmental damage caused by 
batudte extraction to produce alu¬ 
minium cans, should be separately 
regulated by governments. Levying 
additional tax on a package to 
account for such factors would 
result In inefficient double taxa¬ 
tion. 

One obvious complication is that 
the tax will vary when applied to 
different products and countries. 
■Hie costs of waste disposal are for 
instance very much higher in tbe 
Netherlands than to the US, partly 
because if you try to dig a landfill 
tip in the Netherlands, you end up 
with a swimming pool 

That suggests taxes have to be 
calculated nationally, or perhaps 
even regionally. Practical problems 
arise as to how the tax may be 
collected and what effect It might 
have an international trade. 

Rough calculations of the effects 
of applying such a tax throw up 
surprising conclusions, which the 
authors accept are “counter-intu¬ 
itive from an environmentalist 
viewpoint". 

When applied to the UK market 
for beverage packaging, the study 
suggests that cartons would be 
taxed lowest (mainly as a result of 
their low weight); followed by plas¬ 
tic PET bottles; returnable glass 
bottles (assuming they are re-used 
on average. 14 times); and ahimin- 
iain cans. Heavy non-returnable 
glass bottles incur an extremely 
high 

The Independent study was pro¬ 
duced with foe help of Tatra Pak, 
the Swedish packaging group 
which is tbe world's biggest manu¬ 
facturer of multi-layered beverage 
cartons. 

Environmentalists have neverthe¬ 
less welcomed the study as a very 
useful contribution to the debate. 

* Packaging Waste and the Pol¬ 
luter Pays Principle - A Taxation 
Solution. David Pearce, Kerry 
Turner and Inger Bresson. Centre for 
Social and Economic Research on the 
Global Environment (CSERGEK Uni¬ 
versity College, London. 
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PEOPLE 


Syndicate must extend cover 


TOUCHE ROSS & CO AND 
OTHERS v BAKER 
House of Lords (Lord Temple- 
man, Lord Jauncey of Tulli- 
chettle, Lord Browne-Wllkin- 
son. Lord MustiH, Lord Slynn 
of Hadley): 

_ June 18 1992. _ 

A DISCOVERT extension 
clause in a line slip insurance 
policy giving the assured an 
option to extend cover after 
non-renewal by the underwrit¬ 
ers, is not collectively binding 
on all participating syndicates 
but may be invoked against an 
individual non-renewing syn¬ 
dicate irrespective of whether 
the others have renewed. 

The House of Lords so held 
when dismissing an appeal by 
Mr Colin Baker, representative 
underwriter for Lloyd's Syndi¬ 
cate 126, from a Court of 
Appeal decision (FT, March 6 
1991) that Syndicate 126 was 
bound to extend cover to the 
plaintiff assureds. Touche Ross 
& Co and five other accoun¬ 
tancy firms under excess pro¬ 
fessional indemnity policies. 

LORD MUSTILL said that for 
many years a professional 
indemnity programme had 
been organised by Mlnet & Co. 
The policies were written in 
layers under line slips. 

Some 120 companies and syn¬ 
dicates took part 

Substantial lines were taken 
by Lloyd's Syndicate No 126. 
The relevant lines were on the 
first and third excess layers. 

The policies contained "dis¬ 
covery extension" clauses, giv¬ 
ing foe assured an option exer¬ 
cisable before expiry of the 
policy, to prolong cover for a 
further period in exchange for 
additional premiums. 

The protection afforded by 
prolongation related only to 
claims arising from acts 
already done before expiry of 
the policy. 

In the 1980s, the insurance 
market contracted rapidly, so 
that to find replacements for 
full cover on non-renewal 
became more difficult, and the 
right to buy time by deploying 
the discovery extension clause 
cover became more Important 
The underwriters elected to 
terminate cover under the pri¬ 
mary and first excess layers 
from May 31 1987, and the third 
excess layers from May 311986. 

The assured then set about 


replacing the cover, in particu¬ 
lar by seeking to persuade foe 
existing insurers to reinstate it 
on renegotiated terms. 

Not all insurers were willing 
to participate. Accordingly, the 
assured invoked the discovery 
extension clause. 

With one exception the non¬ 
renewing insurers accepted 
invocation of foe danse with¬ 
out demur. That exception was 
Syndicate 126. 

It maintained that the clause 
must be exercised against all 
foe insurers or none. 

The assured disagreed, main¬ 
taining it would be absurd to 
read the policy as requiring 
invocation of the clause 
against insurers who were will¬ 
ing to continue full cover. 

Mr Justice Leggatt found in 
favour of the assured. His deci¬ 
sion was upheld in the Court of 
Appeal. Syndicate 126 now 
appealed. 

The appeal turned on foe 
application of well-established 
rules and practices to the 
terms of the policies. None of 
foe following propositions were 
In question: 

1. Every underwriting mem¬ 
ber of Lloyd’s incurred liability 
to foe assured on a several, not 
joint, basis (see section 8(1). 
Lloyd’s Act 1982). 

2. Notwithstanding that his 
rights and liabilities were sev¬ 
eral, the individual “name" 
never acted an his own in 
creating insurance contracts. 
He underwrote through an 
agent. Business was conducted 
on a grouped basis, through 
syndicates. 

3. When an underwriting 
agent took a line on a policy 
for his syndicate, he called into 
existence a bundle of individ¬ 
ual contracts between each 
name and the assured, identi¬ 
cal save as to the respective 
proportions taken by the 
names. That bundle was 
agglomerated with the other 
groups of contract created 
when other syndicates took a 
line on the same insurance. 

4. There was complete dele¬ 
gation by the name to the 
agent of all powers relating to 
conduct of his underwriting 
business. 

5. In practice, it often hap¬ 
pened that some of the dele¬ 
gated powers were farther del¬ 
egated to others. Such onward 
delegation was often effected 
in unison by all subscribers to 
foe risk. For example, several 
syndicates might authorise a 


third party to contract on their 
behalf - as happened here 
with foe line slip. 

The first of those characteris¬ 
tics of Lloyd’s insurance was 
said by the assureds to lead 
directly to dismissal of the 
appeal- They said the under¬ 
writers' argument treated the 
contract as if it were bipartite, 
with the assured on one side 
and the insurers as a group on 
the other. 

They said that to understand 
foe contract in that way was to 
ignore the fundamental rule 
that Lloyd's insurance 
Involved not one contract, but 
a group of bundles of con¬ 
tracts. The fact that the under¬ 
writers were severally bound 
entailed that the assured were 
entitled, and. bound, to exercise 
the contractual option In an 
equally several manner. 

That was not accepted. 

The case was about the sepa¬ 
rate treatment of syndicates, 
not individual underwriters. 
The logic of the argument if 
carried through, would lead to 
foe conclusion that foe assured 
would have the right to exer¬ 
cise the discovery extension 
option separately against each 
individual name. 

Such a result would run 
entirely contrary to tbe way in 
which Lloyd’s conducted its 
business. 

Thus, although foe first prin¬ 
ciple had an important part to 
play in foe appeal, it did not 
lead directly to a decision in 
favour of the assured. 

In interpreting the policies to 
see which of two possible 
arrangements for creation of 
an option to extend was 
intended tbe practical implica¬ 
tions of preferring one would 
be an important element 

Clause IV condition 3(b) of 
the policies provided that "this 
policy" should be extended 
annually "unless , . . either 
party has given foe other due 
notice that the expiry date 
shall not be extended”. 

Condition 5 provided that "if 
tiie underwriters shall refuse 
to extend this policy", foe 
assured had the right on pay¬ 
ment of an additional pre¬ 
mium, to extension of cover 
granted by "this policy". 

Counsel for the insurers 
relied on the repeated use of 
“this policy", and drew atten¬ 
tion to "either party". 

He. said that use of the sin¬ 
gular made it plain that the 
subscribers to the policy were 


regarded as a single body. 

The argument must be 
. approached with caution. 
Experience showed that insur¬ 
ance documents in the London 
market were rarely drawn with 
the precision of language 
needed for grammatical con¬ 
trasts to be a reliable guide to 
intention. 

The practical consequences 
of the underwriters' argument 
were sufficient to show that 
the absence of any sign that 
subscribers' rights were to 
move in unison represented 
foe true sense of the document 

If the underwriters' argu¬ 
ment was sound its logic roust 
also require that foe extension 
notice was also to be given for 
all subscribers or none. 

Since the policy was self- 
renewing that would mean 
that if all but one of the sub¬ 
scribers wished to bring it to 
an end but the others did not 
all the individual contracts 
would roll inexorably on from 
anniversary to anniversary 
until the dissenter could be 
brought into line. 

That seemed completely at 
odds with the need for the indi¬ 
vidual syndicate or company to 
be constantly reassessing its 
position in regard to its own 
strategies, capacity and expo¬ 
sures elsewhere. 

If that view was right, the 
insurers' argument was unsus¬ 
tainable, since the discovery 
extension clause could not be 
read as requiring the option to 
be exercised against all, if 
some subscribers had chosen 
to remain with frill cover. 

Tbe notion that the parties 
could have intended the giving 
of an extension notice to those 
who were willing to extend - 
a notice which would be a use¬ 
less formality and the source of 
unnecessary future effort - 
was unacceptable. 

There was nothing in the 
words of foe policy to compel 
the result for which the under¬ 
writers contended, and every¬ 
thing in the practical consider¬ 
ations to the opposite effect 
The appeal was dismissed. 
Their Lordships agreed. 

For the underwriters: 
Anthony Boswood QC and Guy 
Philipps (Simmons & Sim¬ 
mons). 

For the assured: Jonathan 
Mance. QC and Robert Bright 
(Loueli White Durrani). 

Rachel Davies 

Barrister \ 


‘People motivator' for Extel 


Gavin Shreeve, formerly editor 
and publisher erf The Banker 
magazine, has moved to Extel 
Financial in the newly created 
position of managing editor of 
the data products division. 

Extel, strong in the provision 
of securities data for back 
office funds valuation and 
administration, is this year 
moving into real-time prices, 
designed to take the Extel 
name into front office trading 
rooms at securities bouses and 
fond management operation in 
the UK, continental Europe 
and North America. "While 
Reuters prices at foe level it 
does in the UK, there is a niche 
in the market for us," accord¬ 
ing to Stuart Clark, director in 
charge of data products. 

Clark says the new role of 
managing editor is an amal¬ 
gam of the posts of City editor, 
In charge tit news gathering, 

■ If proof is needed that 
running a City.public relations 
firm is a high-risk affair. Keith 
Lewis, chief executive of 
Streets, Britain's second oldest 
public relations outfit has 
been made redundant on the 
eve of the firm's annual 
Summer party for the fi nanc ial 
press. 

Although he is not being 
replaced directly, many of his 
responsibilities have been 
taken over by David Mtllham, 
executive deputy c hai rm an, 
who only joined Streets in 
April after he was made 
redundant from Shandwick, 
the world’s biggest public 
relations firm which he helped 
found. 

Millham, who used to work 
with Lewis at the Financial 
Times, says that Lewis left 
after a policy disagreement 
with TIO, Streets' Dutch 
parent 

■ Leopold Joseph, the small 
London merchant bank, has 
appointed Sir Charles Frossard 
as a non-executive director 
and deputy chairman of its 
Guernsey operations, Leopold 
Joseph Holdings (Guernsey) 
limited. 

The chairman of the 
Guernsey bank is Sir George 
Blunden, and Leopold Joseph 
boss Robin Herbert says foe 
two know each other well. 

Sir Charles, who is 70, 
retired, after ten years as 
Bailiff of Guernsey, in 
February. “His extensive 
knowledge of the Channel 
Isles will be a great help to 
our business,” says Herbert 


and business operations man¬ 
ager. "Gavin is a people moti¬ 
vator. He has a wide range of 
contacts. And he has the ana¬ 
lytical skills. Ours has always 
been very much a culture of 
data collection, not analysis" 
Clark also forecasts early 
changes in the news service - 
which has hitherto not shone. 

Shreeve moves after five 
years at The Banker, part of 
Financial Times Business 
Information, where he says his 
main contribution has been to 
make tbe magazine "much 
more technical, as well as 
much prettier". 

Like Shreeve, who had bis 
own magazine Middle East 
Money before joining The 
Banker, the new editor, Aus¬ 
tralian Stephen Timewell, is 
also a Middle East specialist, 
with an MA in Middle Eastern 
studies Chicago University. 

■ Chris Tappia formerly 
chairman and chief executive 
of SPTRAX-SARCO 
ENGINEERING, is now 
executive chairman and Tim 
Fortune (below left) has been 
promoted to group md. Chris 
Ball, Graham Marchand and 
Marcus Steel have been 
appointed directors. 



Moves in 
finance 

■ Jerry Gray burn has been 
promoted to director, 
marketing of ALLIED 
DUNBAR. 

■ David Knott has been 
appointed treasury director 
of FTRST MORTGAGE 
SECURITIES; he moves from 
Credit Suisse First Boston. 

■ David Hough, Richard 
Loader, John Post and Richard 
Smeeton have been appointed 
directors of LAURENCE 
KEEN. 

■Roger Col will, Martin 
Gagen, Janet Gunn and Willie 
Watt have been appointed 
directors of a pic. 

■Geoff Douglas is moving 
from Smith New Court to 
become director of smaller 
companies research at BZW 
in September; .he takes over 
from Andrew Holland who 


The two know each, other; 
from days on Middle East Eco¬ 
nomic Digest and Timewellr 
having already been on Tie 
Banker two. years, is keen to 
stress continuity. "More on 
emerging markets and banking 
st ru c tur es; and more listings 
axid analysis," he pzoznises. - 

■ John . Evans - has been 

appointed managing editor of 
STANDARD & POOR'S Equity 
Information Services; Matthew 
Wtadridge. formerly head of- 
research and strategy at 
Banque Paribas capital mar¬ 
kets in London, has joined as 
director of research and strat¬ 
egy- . 

■ Brian Cooke, formerly direc¬ 
tor. investment services divi¬ 
sion at Extel Financial.. has 
been appointed a director of 
ROLFE & NOLAN, and presi¬ 
dent and ceo of Brokerage * 
Systems Inc. 

Simon Harris is leaving the 
board; David Meredith is 
promoted to director - finance 
and Peter Smith appointed 
company secretary. 

■ Peter Quasi (below right) 
has been promoted to md of 
REDIFFUSION SIMULATION, 
a subsidiary of Hughes Aircraft 
Company. 

MDouglas Cothbertson has 
been promote d to d irector of 
finance of NORTH HOUSING 
ASSOCIATION on the 
retirement of John Cassidy. 

■ Christopher Dyson has been 
appointed director of selling 
for THOMAS GOODE. 


is to become head of BZWs 
Korean research. 

■ Tony Smith has been 
appointed chairman of 
BROKER FINANCIAL 
SERVICES. 

■Anthony Haire has been 
appointed a director of CATER 
ALLEN INVESTMENT 
MANAGEMENT (Cl). 

■ Stephen Vakil has been 
appointed a director of 
FOSTER &BRATTHWATTE. 
■Richard Russell has been 
appointed company secretary 
of HENDERSON 
ADMINISTRATION. 

■Emma Horler and David 
Cobb have been appointed 
directors of SMITH & 
WILLIAMSON SECURITIES; 

■ John EUbourne, formerly 
insurance director of TSB, 
becomes branch network 
director; Archie Kane, 
formerly director of financial 
control, becomes operations 
director. 







Jonathan Dimbleby, thi 
president of the Council f 
Prote ction of Rural Bn 
(CPRE), says his CV on 
trysxde matters has so fru 
"informal ratter than 
But, having been broug 
on a farm, attended ag 
tural college, and "playet 
wife to more lambs than 
before I became a vegeta 
the broadcaster and join 
reckons he is the man g 
job. 

He was approached by 
Puitnam, film produce] 
president of the CPRE f< 
past seven years, and th 
rent chairman David i 
Despite his time in Holly 
Puttnam was seen as an 
tive president; the Counc 
therefore convinced of.tte 
its of looking for an 
media personality rather 
say, an expert planner. 

“I came to foe enviroi 
as an issue via developn 
says the new president, 
made a film about deser 
tion in the Sahel in the 
1570s “when it was a 
Storys. 

Now his job will be to 
sent the consensus oi 
CPRE beyond its natural 
atituency"; this include! 
ting dty dwellers, rather 
just the denizens of the s 
interested in foe Con 
work. “One of the thing. 
attracts me about It Is tha 
not a narrow Nimby or® 
tlon," says Dimbleby, 
does, however, have his 
back yard, a beautiful i 
outside Bath, to defend fi 
proposed by-pass.. 

A "cautious optimist" ; 
tiie Earth summit, whk 

SJ™**'«■ a reportei 
fornks- there are "simif 
hostages for all governm 

«i 0 * foe environmentalist 
and will winkle out of A* 
gi 1 2“ SJO-Page guide to 
triable development tha: 
Put together in Rio. 
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Television/Christopher Dunkley 


government drama 


W 'iiat.dld our grand¬ 
parents know 
about local gov¬ 
ernment? And 
how did they come by the 
knowledge? The questions are 
prompted by two series now 
running on television: the 
eight-part documentary Town 
Ball, Which readied its second 
episode on BBC2 last night, 
and the repeat of Alan Bleas- 
daie’s seven-part drama GBH 
which began on Channel 4 on 
Saturday. Between them they 
have drawn a lot of attention 
to local government, and pro¬ 
vided information of a sort 
which would not have been 
available to previous genera¬ 
tions of the general public. 

The original idea of this col¬ 
umn was to compare these two 
mqjor series, each taking up a - 
lot of screen time, both - as 1. 
assumed - chiefly concerned 
with the minutiae of local gov¬ 
ernment, and providing a valu¬ 
able example of the compara¬ 
tive strengths of drama and 
documentary.. There are peo¬ 
ple, Roger G r eet springs to . 
mind and Leslie Woodhead, 
who have started out working 
in one discipline and switched 
to the other: Woodhead, a 
Granada journalist, began 


: * zz: s #,.Granada journalist, began 
~- making “faction”, or drama 

documentaries, in the late 


>iJj .. 1900s when it proved impossi- 

ble for the .current affairs 
fc series World in Action to show 

- the audience what was going 
on behind the iron curtain in 

i-vc i't- i-rr any other way.- 

j'r.V” 5 ®: Graef started out in drama in 

it sis North America but after com- 
ing to Br itain began maWng 
2 Sjfti fly-on-the-wall documentaries 

TT '''JV^PFta such as The Space Between 

‘.I'.lv P 5 * 5 ’* £ Words a sales which contrived 

*"tL ~ ^ s® to how people in various 
k - r: ' 1 • —i Sg: groups such as a family and a 

'•■'2-srsi factory workforce communi- 

- w fnrss. cated, or failed to do so. With 

this sort of programme the key 
.cj: tec hnician is the cameraman 

^ who, to get in dose and remain 

^ inconspicuous, frequently has 

to work for long spells with a 
v^lfe^ hand-held camera. Grafs cam- 
’ ~ ' eramas for Chose progr amm es 

:.v-. ; S i; ms-. and on the later series Police, 

shot in the Thames VaBey, was 
7^' .. . Charles Stewart who, while 

S continuing to operate his cam- 

eta, has gone on to be his own 
. co-producer and is now respon- 

sible with Malcolm Hirst for 
. „ .. _VL TownffalL 

After the Police docrunenta- 
* . ' ries Graef returned to drama, 

still taking the’ police as. ids 

-- subject, because he knew there i 

were some aspects, of police 
behaviour, certain attitudes he 
had observed among police¬ 
men, which the fly on the wall 
— seemed unable to record. Does 
this mean that “art is a lie 

- which tells us the truth", that 

W*.- • ‘-"V drama is thB superior form 
.;3 even-for a journalist's pur- 
C?y poses, and that the documen- 

Z'z&hji---'-* tary ^ inherently inferior? I 

** r -*2i doabt wheflier Graef or Wood- 
head (who returned to docu- 
'. ’• j mentaries) would say. that I, 
. . l suspect that both would say 
what almost anyone would say 
’ who has spent a lot of time 

observing the success rates of 
^, different sorts of programme: 

: : 7 - •!; that what matters most is the 

. v ability and integrity of the 

•;'7 individual programme maker, 

• y ' f 2 regardless of the form in which 

L £ he is wcffking. 

.. > 4 Nevertheless, given, that the 

b". /'/, teams making Town Ball 

(Stewart and Hirst) and GBH 
C * -r •. (Bleasdale, with Verity Lam- 
t' : bert as executive producer and 

Robert Young Erecting) were 
among the most highly 
regarded in their respective 
- : sections of the industry, and 

: ' w that 1 had been abroad for all 
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but the last part of GBH on its 
first transmission, th« coinci¬ 
dence of subject matter seemed 
too good an opportunity to 
miss. Who would reveal most 
to us about the workings of 
local government, the drama¬ 
tists with their fiction or the 
documentary makers with 
their fact? In the event the 
question proves almost irrele¬ 
vant because local government 
is merely one of the frames 
within which Bleasdale pres¬ 
ents his pictures. The details of 
council structures and activi¬ 
ties are no more important to 
GBB than the <*«**»!« of shoe 
making me to Hobson's Choice: 

What Bleasdale gives us is 
an account of two men's lives: 
Michael Murray (played by 





Lewisham Council 
Leader Steve Bullock 
(top) in Town Hall' and, 
below, Robert Lindsay 
in‘GBH* 

Robert Lindsay, giving the best 
and. most subtle performance 
of his life, on television any¬ 
way), who happens to be the 
Labour leader of a big city 
council, , and _wbo„ in: some 
ways, reminds us unavoidably 
of Liverpool’s Derek Hatton; 
and headmaster Jim Nelson. 
(Mirfiaei Palin giving the best 
performance of his life) who is 
a more complex and peculiar 
character, suffering from fear 
of death and worry about anxi¬ 
ety. 

When the series first 
appeared what claimed all the 
attention was the way that 
Bleasdale depicted the organi¬ 
sation of the inner city riots. 
Some watched the opening epi¬ 
sodes and lamented Bleasdale’s 
desertion to the right since he 
appeared to be blaming left 
wingers for cynically organis¬ 
ing mayhem to gain political 
advantage. Others watched 
longer and ridiculed Bleasdale 
for the plot twist in which it 
emerged that secret govern¬ 
ment agents had infiltrated the 
left to produce chaos and dis¬ 
credit Labour councils. 

Yet that is a relatively trivial 
sub-plot The important pur¬ 
pose of GBH Is to use televi¬ 
sion serial drama as. a mpan<i 
to explore that landscape of the 
mind which, has long been the 
subject of tiie novel hut which 


has so rarely been approached 
on television. The master of 
the form Is Dennis Potter 
whose Singing Detective is, so 
far, the best thing ever 
attempted in this area, bat 
GBH - and this only becomes 
clear when you pay close atten¬ 
tion to the whole piece, which 
is asking a lot since it lasts ten 
and a half hours - runs it a 
dose second. Though every 
episode is slightly too long, it 
is a most impressive piece of 
work, and it seems absurd that 
BAFTA should continue to 
deny it the drama prize which 
a majority of the jurors say 
they voted for. The “winner", 
Prime Suspect was good but 
GBH is outstanding. 

However, if knowledge about 
the workings of local govern¬ 
ment is your aim then Town 
HaU is your programme. 
Thirty years ago this series 
would have astounded us; 
today, having seen umpteen 
fly-on-the-wall series revealing 
the working methods of detec¬ 
tives, customs men, and even 
politicians, we have become 
blasi, yet this is a remarkable 
series. True, it bas all the bug¬ 
bears of its genre: in the name 
of purity (presumably) we are 
denied a voice-over and are 
consequently obliged to read 
captions, giving financial sta¬ 
tistics for instance, when we 
ought to be watching the pic¬ 
tures; and sometimes the 
refusal to use television lights, 
as In the library sit-in next 
week, leaves us with a screen 
ftill of dark silhouettes. 

But those are niggling com¬ 
plaints when judged against 
the achievement as a whole. 
Stewart and Hirst have 
recorded the activities of the 
el ecte d councillors, the Labour 
group, the council’s paid execu¬ 
tives, and public groups such 
as those who, this week - in a 

g/-on« strikingly ariwiilar to raw 

in GBH - stormed the town 
hall doors. The revelations are 
both impressive and infuriat¬ 
ing: impressive in the quantity 
of Hnw that unpaid COUncflIOIS 
are willing to contribute, and 
infuriating in the way that 
they endlessly prevaricate over 
the balancing of tiie council’s 
budget 

It was brave or foolhardy or 
both of Lewisham Council to 
give television this sort of 
access because the pro¬ 
grammes reveal an alarmingly 
unimpr essive standard of man¬ 
agement, considering these 
people are handling hundreds 
Of millions of pounds of public 
money; and the relationship 
between volunteer councillors 
and the professional staff who 
must do their bidding looks 
just as tense and touchy as you 
might expect Of course “stars” 
are emerging: Leisha Fullick, 
Director of Education, who 
seems worryingly unworried 
about taking the Marne for an 
£&2m over-spend and whose 
brother-in-law the priest has lit 
four candles for her; CHr Jim 
Mallory, the man with a mild 
American (?) accent chairman 
of the education committee, 
who reminds you of a 1817 Bol¬ 
shevik and never smiles, and 
so on. 

Previously my knowledge of 
local government was slightly 
greater than that at mo6t peo¬ 
ple I knew because I had cov¬ 
ered council matters as a 
reporter. This series greatly 
increases my knowledge and 
puts every other viewer on'a 
par with me. It is inconceivable 
that our grandparents could 
have bad such knowledge 
unless they actually worked in 
local government Thus does 
television change our lives. 


ARTS _ 

Theatxe/Anthony Curtis 

The Sound of Music 


Thirty-two years after its Broadway 
opening, followed by a long-running 
London production at the Palace Thea¬ 
tre, a Julie Andrews movie, now inex¬ 
pensively available on video, innumera¬ 
ble David Jacobs-hosted Radio 2 
re-playings of the hit numbers, “Do- 
Re-Mi” etc. that are continual ly being 
re-issued on cassette and CD — what on 
1 earth is there left to revive? Hasn’t this 
particular onion been peeled so often 
that our tear-ducts have completely 
atrophied to it? 

Ronald Lee and Shochiku Ltd., the 
producers of the show, think not, and 
audiences in the regions have for some 
weeks been endorsing that view. Now it 
occupies the venerable boards at Sad¬ 
ler’s Wells until September 5 to suffer 
there an exposure to the more blasd 
theatregoers of the capital and its 
wicked coven of dramatic critics. The 
evidence of the rapturously apprecia¬ 
tive first night suggests that Londoners 
are likely to raise the white handker ¬ 
chief as readily as their provincial and 
country cousins and like them surren¬ 
der to the piece with loud, lachrymose 
howls of approval. 

The truth is that even a merely com¬ 
petent production - and this one is a 
good deal more than that - is well-nigh 
irresistible. With Richard Rodgers to 
ladle out the music like great dollops of 
molasses on. a w*ka confected from the 
memoirs of Maria von Trapp - to 
whom all this really happened — and 
lyrics by Oscar Hammersteio, from a 
book by Lindsay and Crouse, the mix¬ 
ture cannot fall to slide down a treat 

ft is cynically made out of a series of 
cleverly manipulated stock responses 
from the spectacle on stage of such sur¬ 
efire winners as nuns, children, Nazis 
and Alps. Liz Robertson plays the 
pretty postulant who drops out of the 


convent. She is sent by the kindly 
abbess to become governess to the 
seven children of a recently widowed 
naval captain whose schloss, her spa¬ 
cious new place of work, is overshad¬ 
owed by the mountains on the Anstri- 
an-Swiss border. With a bobbed hair-cut 
and simply cut dresses, and looking 
Indeed like a latter-day Julie Andrews, 
Robertson strikes the right note of sim¬ 
plicity and determination, as she gives 
her renderings of such numbers as “I 
have confidence in me...” She is part- - 
nered by the ratter wooden, heel-click¬ 
ing Christopher Cazenove, as her all too 
rapidly besotted employer. The pair cer¬ 
tainly look good as they go through the 
formal Laendler dance. This first sign of 
things to come is observed by Jan 
Waters who gives ter own stylish ele¬ 
gance to the other woman in the cap¬ 
tain's life. 

The hade story is that of The Turn of 
the Screw In reverse. The governess 
marries her boss in the end having 
aroused the latent goodness in the chil¬ 
dren rather than corrupting them. Less 
interesting in human terms, it is much 
safer box-office. The forces of good are 
represented by the nuns, led here by 
Linda Hibberd who raises high the nun¬ 
nery’s roof-beams with a spirited ver¬ 
sion of “Climb Ev’ry Mountain”. Evil 
arrives only with the Austrian Nazis 
who emerge after the cmschtuss in the 
last act In an affable performance as 
the Austrian culture-organiser, Robin 
NedweH revealed how easy it was in 
that situation to compromise with 
them. Musical direction is in the capa¬ 
ble hands of Nick Davies; and Wendy 
Toye, the supremo of the entire produc¬ 
tion, makes sure that no one puts a foot 
wrong, especially the excellent child 
performers. 






Excellent child performers in action at Sadler’s Wells 


Music in Barcelona/Ronald Crichton 


The Montreal 


The Hamburg SO’s Tannhauser’ Symphony Orchestra 


The liceu, Barcelona’s big and 
beautiful opera house, has 
been playing host to the Ham¬ 
burg State Opera as part of the 
warming-up process for the 
Olympics. The invasion was 
generously planned: four per¬ 
formances of Harry Raptor's 
1990 production of Tamthduser 
and two concerts with Schoen¬ 
berg's Gurrelieder, given 
jointly with the Liceu’s chums 
and orchestra, even the full 
Tarmhdustr company being 
insufficient for Schoenberg's 
late-Romanti cally exorbitant 
demands. 

Kupfer, with his questing, 
some times perverse theatrical 
mastery, sees the Venusberg in 
Tannhauser as a regime 
equafly oppressive in its dia¬ 
metrically opposite way as the 
stuffy Wartburg with Its tradi¬ 
tional song contests. Modern 
attempts at staging Wagner’s 
underground bacchanal are 
ngmilly docBaed ^ fadMuusg 
if not outright frdhire. Kupfer’s 
tenable view leaves a producer 
free to make the Abode of Love 
more repellent than erotically 
exciting. In Hans Schaver- 
noch's violently angular, black 
and white set - revellers mill¬ 
ing restlessly around in the 
darkness - strange rites are 
enacted- At one moment a 
female head is raised, aloft 
from an unseen, presumably 
dismembered, corpse. Venus 
and Tannhauser lie on a large 
property bed outlined In neon 
strips. 

The Wartburg valley is grey 
and g rim. The pilgrims are 
transported to Rome in a 
ghostly Intercity train dimly 
perceived through mist. They 
return on foot, with picture 
hats. After their return the 
master-idea runs into trouble. 
At the moment of Tannhau- 
ser’s supposed redemption the 
Pope is borne on to the stage 
and a vast throng is seen 


behind him. But while Wagner 
jubilates in E flat major 
strange lights flicker, segments 
of grey walls open and dose 
like riant lobster-daws, threat 
ratin g to engulf the frantic- 
looking TanuMuser, appar¬ 
ently rebelling even, perhaps 
most of all, against Grace. 
Irony could be rammed no fur¬ 
ther home. 

In between the not wholly 
convincing outer acts there 
comes a brilliantly conceived 
and executed staging of the 
Hall of Song - not even the 
most loyal a dmir er of this 
opera normally expects to 
enjoy this act from beginning 
to end. Tiers of metal seating 
are covered in white dust- 
sheets, whisked away at a 
touch just before the guest 
arrive. There follows a highly 
enjoyable parody of a typical, 
ghastly North European civic 
function of the kind where 
white ties and tails (Reinhard 
Heinrich’s costumes are mod¬ 
ern) are worn at eleven o’clock 
in the morning while trays of 
girames containing drinks that 
no-one wants are solemnly 
handed round. The women 
have long black dresses with 
enough spangles to look fes¬ 
tive. 

The function is carried 
through with choreographic 
precision. Even the actual con¬ 
test did not have the usual 
dampening effect, so sharply 
were the competitors por¬ 
trayed. Part of the success was 
due to the buoyant playing of 
the Hamburg orchestra under 
Gerd Albrecht For once the 
march did not go flaccid. The 
normally thick-soup ensembles 
sounded almost transparent 

Rend Kollo’s fraught, prob¬ 
ing, Tannhauser remains grip¬ 
ping in tiie narration and in 
the subsequent hysterical out¬ 
burst, but in loud, high 
phrases the tone is worryingly 


nnstemty . The Venus of Gab¬ 
riele Schnaut, strong to the 
point of occasional aggressive¬ 
ness, was warmly phrased. 
Linda Plech’s Elisabeth was 
appealing except when, in the 
prayer, the voice pin c h ed Har- 
ald .Stamm mad? a real person 
of the Landgrave, Kristin Sig- 
mundsson’s Biterolf was 
uncommonly forcefuL Andreas 
Schmidt's Wolfram 
restrained, moving, nobly 
sung, must surely be one of the 
finest since Herbert Janssen - 
a long time ago. 

Meanwhile the Palau de la 
Musica Catalans welcomed the 
Montreal Symphony Orchestra 
tinder Charles Dutoit. Since 
their complete Daphnis and 
Oddi has been heard in Lon¬ 
don, I will only say that in 
Barcelona a famous local choir, 
the Orfe6 Catalh, now celebrat¬ 
ing its centenary, with a larger 
contingent than ngnai for this 
work, made a powerful contri¬ 
bution. The sonic effect was 

hy pi m dniw 

Instead of the Beethoven 
concerto deemed necessary to 
tempt a London audience to 
brave the rigours of Ravel, the 
MontreeBera played the Fourth 
Symphony of me of this year’s 
centenarians - Honegger. The 
Fourth was written for Paul 
Sykw and the Basel Chamber 
Orchestra. Swiss-born Dutoit 
gave an admirably clear and 
sensitive reading of this sober 
but muscul a r score in which 
Honegger, who had dual 
Frencb-Swiss nationality, gives 
thanks for the return of peace 
and for Sacheris support 

The Hamburg visit was spon¬ 
sored by Iberia airlines and 
the German Federal Govern¬ 
ment, the Montreal tour by 
Northern Telecom, the Cana¬ 
dian Government and the Que¬ 
bec Ministry of Cultural 
Affairs. 


This fine orchestra returned to 
London for two concerts, one 
on Sooth Bank and one at the 
Barbican. The Saturday-even¬ 
ing Festival Hall programme 
had to be changed and its 
piano concerto (the Beethoven 
First) removed, when Martha 
Argerich fought shy of a Lou¬ 
don appearance yet again. The 
replacements - Ibert's Escoles 
and the Shostakovich Ninth 
Symphony - consoled any dis¬ 
appointment; indeed, in show¬ 
ing off the strength of the 
orchestra’s 15-year-old partner¬ 
ship with Charles Dutoit, the 
new first-half bill of fare may 
even be accounted preferable 
to the old. 

Not often does one encounter 
such balanced orchestral 
playing, not often such a natu¬ 
ral-seeming interchange of 
ideas between conductor and 
orchestra. I guessed that the 
substitute works had been well 
routined earlier on the Mon¬ 
treal’s current European tour, 
for both works came across 
with effortless clarity and a 
feeling of disciplined spontane¬ 
ity Impossible to counterfeit In 
particular, the Shostakovich 
symphony, a Haydn-like work 
that conceals its seriousness 
beneath a disconcertingly 
impudent surface, was deliv¬ 
ered with an ideal knack of 
knowing where to put on the 
pressure, where to relax It 
Hints of deeper things were 
just that -, hints, not nudges. 

This is not an orchestra of 
instantly identifiable stamp, 
not a Czech or Berlin Philhar¬ 
monic. In Daphnis and Chloe 
after the interval, the playing 
of the Montreal Symphony 
was, again, excellently clear 
and purposeful (and well- 
blended with the voices of the 
London Symphony Chorus). 
Here, however, I felt a want of 
thrill in the music, of lyrical 
ins piration in the timbres and 


phrasing: In Ravel, as indeed 
in so much of the French 
nrasic he conducts, Dutoit 
keeps a cool head. His scrupu¬ 
lously nnsensational approach 
is admirable as far as It goes - 
which, in the heady exhilara¬ 
tion of the finale, was just not 
far anmi gh 

Max Loppert 

The marvel was that when 
the players made the transition 
to the Barbican Hall on Mon¬ 
day, they still sounded a great 
orchestra. This is not often the 
case and it is a tribute to the 
beautiful tone quality ami the 
orchestra's unfailing sense of 
halawna 'that its class shines 
through in difficult acoustics. 

Above all, they were never 
tempted Into playing too 
loudly, a regular misjudgement 
in this hall Charles Dutoit 
likes to keep the orchestra's 
sound neat and trim, prefer¬ 
ring quality to quantity of deci¬ 
bels. In their performance of 
Falla’s El sombrero de trespicos 
given in its complete form as 
the full ballet, the very preci¬ 
sion of the ensemble brought 
its own sparkle to the score. 
Jill Gomez was the expert 
vocal soloist - 

The other work in the pro¬ 
gramme was Tchaikovsky's 
Fifth Symphony and here 
excellence In matters technical 
just managed to outweigh 
some lack of dark, tragic. Rus¬ 
sian passion. Dutoit gave us a 
very civilised view of Tchai¬ 
kovsky, presenting as it were 
his public face with French ele¬ 
gance and immaculate eti¬ 
quette, rather than the tor¬ 
mented soul of the private 
man. The last movement how¬ 
ever, had plenty of dash. 
Dutoit and the Montreal make 
a truly first-class team. 

Richard Fairman 



■ ATHENS 

Odeon of Her odes Atticus 21.00 
Nederlands Dans Theater in 
choreographies by Jiri Kyifan 
and Hans van Manen, also 
tomorrow. Sat and Sun (322 
1459). Fri and Sat in Athens 
Concert Hall: John Wallace is 
trumpet soloist with Orchestra 
of the Friends'of Music (722 5511). 

■ BEAUNE 
Beaune's annual Festival of 
Baroque and Classical Music 
opens on Saturday with a concert 
performance of Monteverdi's . 
Orfeo by the Taverner Consort 
and Players, directed by Andrew 
Parrott On Sunday Siglswald 
Kufjken directs La Petite Bande 
In a programme of Bach motets. 
On the weekend of July 3/4, 
Gustav Leonhardt conducts 
Blber’s. Requiem and Philippe 
Herreweghe conducts Bach's 
Magnificat Other artists at the 
festival, which runs till July 19, 
Include William Christie, Jordi 
Savali and the Orchestre National 
de Lyon. All events take place 


at the Cour des Hospices of the 
Basinque Notre Dame (8022 2451) 

■ BRUSSELS 

Mofinaie 18.00 Sylvain 
Cambrel ing conducts Peter 
Mussbach’s new production of 
Les Troyans, with Kathryn 
Harries as Dido. Also Sat and 
next Tues (219 6341) 

■ GENEVA 

Grand Tteftire 20.00 Gabriele 
Ferro conducts Jerome Savary's 
production of Attiia, with Samuel 
Ramey. Repeated on Sat and 
next Tues (311 2311) 

■LONDON 

DANCE 

Coliseum 19.30 English National 
Ballet in works by Stevenson, 
Brandstrup and Parsons. 
Tomorrow, Fri, Sat: Ben 
Stevenson’s new production of 
Cinderella. Opening on June 29: 
Ballet of the Deutsche Oper, 
Berlin (071-836 3161) 

Royalty Theatre 19.30 Rambert 
Dance Company In works by 
Merce Cunningham, Mark 
Baldwin, Paul Old and Richard 
Alston, also tomorrow. Fri and 
Sat new work by Guido Severien 
(071-494 5090) 

OPERA/CONCERTS 
Covent Garden 19.30 Samson 
et Dalila with Vladimir Popov 
and Olga Borodina. Tomorrow: 
Der fliegende Hollander (071-240 
1066) 

Barbican 19.45 Mstislav 
Rostropovich plays cello 
concertos by Andrzej Panufnik 


and Dvorak. Sun and Mon: 
Michael Tilson Thomas conducts 
Bernstein's On the Town, with 
Thomas Hampson and Frederica 
von Stade (071-638 8891) 

Royal Festival HaO 19.30 
Christoph von Dohnanyi conducts 
the Philharmonia In works by 
Webern, Mozart and Brahms, 
with Kyung-Wha Chung violin 
soloist Tomorrow: Ravi Shankar 
(071-928 8800) 

■ LYON . 

A cycle of Brahms symphonies, 
concertos and chamber music 
Is being given by the Orchestre 
National de Lyon from June 26 
to July 11. The opening concert 
on Fr! at the Cour de I’HOtel de 
Vtiie is conducted by Emmanuel 
Krfvine, with Augustin Dumay 
soloist in the Violin Concerto. 
Dumay also plays the Double 
Concerto on Sat with cellist Inbal 
Segev, and gives a recital of 
Brahms violin sonatas next Tues 
with Maria Joao Pi res. The 
closing performances on July 
10 and 11 are devoted to the 
German Requiem (7860 3713) 

■ NEW YORK 

THEATRE 

• Jake’s Women: Alan Alda 
stars in Neil Simon's latest play 
about an ageing writer trying 

to come to terms with the women 
in his life, past and present (Neil 
Simon, 250 West 52nd St, 307 
4100 ). 

• Dancing at Lughnasa: the 
story of five unmarried sisters 
living in 1930s rural Ireland, 
production by Irish National 


Theatre (Plymouth, 236 West 45th 
St, 239 6200). 

• Jelly’s Last Jam: a musical 
celebration of the life and art 
of the self-proclaimed Inventor 
of jazz. Jelly Roll Morton 
(Virginia, 245 West 52nd St, 239 
6200). 

• Tony n‘ Tina's Wedding: the 
never-ending nuptials of Anthony 
Angelo Nunzio and Valentina 
Lynne Vitale, with audience 
participation (St John's Church, 

81 Christopher St, 279 4200). 

■ PARIS 

Thtttre de la VUIe 20.30 
Tanzlheater Wuppertal in Pina 
Bausch’s latest dance creation. 
Daily till July 4 except tomorrow, 
Mon and next Thurs (4274 2277) 
Palais Gamier 19.30 Ballet de 
l‘Op6ra de Paris in 
choreographies by Neumeier, 
Lander and Petit Tomorrow and 
Sun: II barblere di Siviglia (4017 
3535) 

Op6ra Bastille 19.30 Placldo 
Domingo sings title role In Otello 
(also next Tues). Vladimir 
Atiantov sings In Saturday's 
performance (4001 1616) 

Op4ra Comique 19.30 Rossini 
double bill: La scala dl sieta and 
L’occasione fa il ladro (4286 8883) 

■ SPOLETO 

The Festival of Two Worlds in 
the Umbrian hill town of Spoleto 
opens tonight with Donizetti's 

Le due d'Albe, conducted by 

'Alberto Marla Gluri in a staging 
by Filippo Sanjust based on 
Visconti's 1959 production (Teatro 
Nuovo, runs till July 12, next 


performance on Sat). From 
tomorrow till Sun in the Church 
of San Nicolo, there are daily 
performances by Maguy Marin 
Company, leading representative 
of new French dance. A new play 
by Carlo Repetti, entitled Verso 
la Fine dell’Estate (Towards the 
End of Summer), has its premiere 
on Fri at the Teatro Caio Melisso, 
running dally except Mon till July 
5. Next week: new production 
of Die Meistersinger von 
Numberg and performances by 
Bo Is hoy Ballet The festival runs 
till July 12 (6-3210 288) 

■ STUTTGART 

A Stuttgart Ballet production of 
Richard Rodgers' dance-musical 
On Your Toes is showing this 
week at the Staatstheater, dally 
till Sun. Next Tues: Rossini's La 
scala di sieta, conducted by 
Alberto Zedda. Sun and Mon In 
Liederhalfe: Serge Baudo 
conducts works by Berlioz, 
Schumann and Dutilleux. The 
repertory at the Kammertfteater 
includes the first German 
production of Rodney Ackland's 
1988 play Absolute Hell, plus 
works by Ibsen, KJefst and 
Thomas Bernhard (221795) 

LUDWIGSBURG FESTIVAL 

This week's events Include a 
performance of Haydn’s Seven 
Last Words tomorrow by Walter 
Jems and the Melos Quartet. Fri: 
recital by Cheryl Studer. Sun: 

Kurt Masur conducts the Leipzig 
Gewandhaus Orchestra in 
Beethoven’s Fourth and Sixth 
Symphonies. Mon and Tues: 
Gldon Kremer. The festival runs 


till early October (7141-949610) 

■ VIENNA 

Staatsoper 16.00 Tannhfluser 
with Toni Kr&mer, Gabriels 
Benackova, Kurt Moll and Boje 
Skovhus. Tomorrow and Sun: 
Minkus’ ballet Don Quixote. Fri 
and Morn Cerha's Baal. Sat 
Tristan und Isolde with Behrens 
(51444 2960) 

Volkaoper 19.30 Zemlinsky 
double-bill: Bine florentinische 
Tragfidie and Der Geburtstag 
der InfanUn. Tomorrow: Nabucco. 
Sat Evgeny Onegin (51444 3318) 
Muslkverein 19.30 Leopold Hager 
conducts Vienna Symphony 
Orchestra in symphonies by 
Gottfried von Einem and Mahler, 
also tomorrow. Fri and Sat 
Odessa Philharmonic Orchestra 
(505 8190) 

■ ZURICH 

Opemhaus 19.30 Ralf Weikert 
conducts Cesare Lievl's new 
production of Capriccio. with 
Gabriela Lechner, Roland 
Hermann and Olaf Bfir, also Sat 
Tomorrow: John Cranko’s 
production of Romeo and Juliet 
Fri: La bohdme with Mirella 
Freni. Sun morning: Rafael 
Fruhbeck de Burgos conducts 
symphonic works by Villa Lobos. 
Dvorak and Stravinsky (262 0909) 
Tonhalle 19.30 Glaus Peter Flor 
conducts the Tonhalle Orchestra 
in works by Mendelssohn (201 
1580). Tomorrow: Bruno 
Leonardo Gelber plays 
Beethoven's First Piano Concerto 
with Zurich Chamber Orchestra 
(252 1737) 


European Cable and 
Satellite Business TV 

(all tunes CET) 

MONDAY TO TODAY 


CNN 

2000-2030. 2300-2330 World Busi¬ 
ness Today — a joint FT/CNN pro¬ 
duction with Grant Perry and Colin 
Chapman 

Super Chennef 

08304)900 (Mon) FT East Europe 
Repo rt - weekly Indepth analysis 
from FT7V 

2130-2200 (Tues) Media Europe - 
what's new in European madia 
business 

2130-2200 (Wed) FT Business 
Weekly - fjiobel business report 
wttti James Bellini 
0630-0900 (Thurs) Media Europe 
2130-2200 (Thurs) FT Eastern 
Europe Report 

083 0-0800 (Fri) FT Business 
Weekly 

Sky News 

0130-0200 (Mon), 2130-2200 
(Thors). 0530-0600 (Fri) FT Busi¬ 
ness Weekly 

SATURDAY 

CNN 

0900-0930 World Business This 
Week - a joint FT/CNN production 
1900-1930 World Business This 
Week 

Super Chennai 

1930-2000 FT Eastern Europe 
Report 


CNN 

1030-1100. 1800-1830 World Busi¬ 
ness This Week 

Super CtovmH 

1800-1630 FT Business Weekly 
Sky Now* 

1330-1400, 20304100 FT Business 
Weekly 
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Russia and 
the IMF 


RUSSIA'S economic reform 
strategy is showing alarming 
signs of drift But if Russia's 
reform- collapses, the west will 
bear a large part of the blame. 
Further reforms will remain on 
hold-until the International Mone¬ 
tary Fund finally reaches an 
agreement with the Russian gov¬ 
ernment and unlocks the prom¬ 
ised western aid. The longer the 
IMF prevaricates, the less likely it 
is that these reforms will occur. 

At first sight, the IMF's caution 
appears justified. The promotion 
of Mr Gaidar to prime minister 
cannot disguise the fact that in 
recent weeks the grip of the 
reformers has slipped and the 
influence of the military-industrial 
lobby within the cabinet has risen 
along with the inflation rata 

Yet western advisers do not 
bare to travel many miles from 
the sheltered grandeur of 
Moscow’s Metropol hotel to under¬ 
stand the source of the political 
and economic tensions with which 
Mr Yeltsin and his government 
are struggling. While the govern¬ 
ment’s macroeconomic policy fail¬ 
ures are easily visible to Moscow- 
based statisticians, it is Russia's 
distorted and backward industrial 
structure that is the root of the 
budgetary and monetary mess. 

The disintegration of the old 
command system has left many 
enterprises without markets for 
their products or money to pay 
their workers. They are currently 
being kept afloat by unpaid debts 
and subsidies from the govern¬ 
ment budget "deficit financed by 
the central bank. To withdraw 
these subsidies would mean the 
collapse of enterprises and the dis¬ 
integration of the economic and 
social stability of whole cities and 
regions. Such an implosion would 
be economically wasteful. For Mr 
Yeltsin it would also be politically 
inconceivable. 

Convertible rouble 
If reform continues, privatisa¬ 
tion and the growth of the service 
sector will soon begin to provide 
alternative sources of employ¬ 
ment , while a convertible rouble 
will open up new export markets 
and provide the viable enterprises 
with imports at reasonable prices. 
A more gradual withdrawal of 
government subsidies would then 
inevitably lead to the closure of 
many enterprises. 

Yet the government will need 


both time and western aid if these 
structural reforms are to work; 
and the reformers are unlikely to 
receive either unless the govern¬ 
ment can sign an agreement with 
an IMF which apparently wants it 
to dose its budget deficit now. 

Hyperinflationary threat 
Hie IMF is, of course, correct to 
argue that hyperinflation will 
quickly de-rail these necessary 
str uc tural reforms. Only when the 
government stops printing money 
will the hyperjinflationary threat 
recede and currency convertibility 
have any Chance of success. More¬ 
over. commitments hum the Rus¬ 
sian government mean little or 
nothing if the rouble printing 
presses in the other republics are 
working overtime. The sooner that 
Ukraine - the worst culprit - 
follows Estonia’s example and 
leaves the rouble area, the better. 

Harder to understand is the 
IMF's apparent desire that the 
Russians should not only stop fin¬ 
ancing the budget deficit by print¬ 
ing money, but should also bal¬ 
ance the budget before aid is made 
available. Economic logic does not 
require such a commitment; and 
political logic makes meeting it 
impossible. The motivation for the 
west’s J24bn aid package was 
surely to allow the government to 
bridge the gap between its com¬ 
mitments and out goings . 

What the Russian government 
needs Is creat iv e ideas on bow to 
finance its budget deficit in a non- 
inflatlonary way. For the moment, 
the gap win have to be partly 
closed by foreign aid, conditional 
on structural reform as well as 
macroeconomic stability. But 
western aid should be a short-term 
crutch, not an artificial limb. A 
resource rich country should have 
little trouble in raising finance 
from abroad: by selling oil fixtures, 
land or even index-linked debt 
The west is running out of time. 
The interminably slow pace of the 
IMF negotiations must be acceler 
a ted - and the current ream of 
petty disputes solved - before the 
chance of reform is lost Even if 
an agreement were to be reached 
in the next fortnight, the eco¬ 
nomic and political pressures 
would make the risks of failure 
high. But for the IMF to delay for 
so long that the opportunity to 
sign an agreement with a reform¬ 
ist minded government disap¬ 
peared would be a greater failure. 


Health care 
in London 


THE PROBLEM of London’s 
hospitals has taxed health admin¬ 
istrators for the better part of a 
century. Great monuments to a 
long-faded imperial glory, hospi¬ 
tals such as Guy’s and Barfs swal¬ 
low a disproportionate share of 
health service resources. Succes¬ 
sive governments have backed 
away from closing any of these 
well-loved and skilfully defended 
institutions. 

Now Mrs Virginia Bottomley. 
the health minister, is determined 
to cut the Gordian knot. She has 
commissioned an inquiry on 
future health provision in the cap¬ 
ital from Sir Bernard Tomlinson 
who is due to report in the 
autumn. Yesterday’s report on 
London's health care from the 
King’s Fund — commended by 
Mrs Bottomley - appears to be a 
stalking horse for Sir Bernard's 
recommendations. 

The most urgent cause of Mrs 
Bottomley's welcome initiative 
has been the consequences of the 
government's health service 
reforms. Hospital treatment is 
now commissioned by health 
authorities and family doctors 
spending limited budgets. They 
find that treatment in London’s 
specialist and teaching hospital*; is 
often more expensive than in gen¬ 
eral hospitals elsewhere. Some 
family doctors have set up mini- 
cottage hospitals in their health 
centres, carrying out minor surgi¬ 
cal'procedures previously pro¬ 
vided by hospitals. As the internal 
market begins to bite, London's 
hospitals are Losing contracts to 
their competitors. 

Higher overheads 
Th a’reasons for this lack of com¬ 
petitiveness are several London's 
overheads are higher, especially 
the cost of hospital sites. The 
training responsibilities of the 
teaching hospitals require addi¬ 
tional staff and resources. The 
specialist hospitals argue with 
some justification that, as national 
institutions, they attract the most 
complex cases from across Urn 
country. Whatever the reasons, 
the development of competition 
between providers means that 
such cost disadvantages win grow. 

At the same time, inner London 
is losing population, as the people 
these hospitals grew up to service 
move out to the leafy suburbs. 
The process of reallocating health 


service resources away from the 
capital began in the 1970s. But it 
has been given added impetus by 
the allocation of funds to regions 
and districts more Closely in line 
with population. 

In most other markets, losing 
market share in this way leads to 
closure (in the absence of scope to 
increase competitiveness). For 
large and complex organisations 
such as hospitals, the question of 
"exit” Is less simple: apart from 
the loyalties which many com¬ 
mand in local hearts, there are 
life-saving resources and skills 
which cannot be squandered like 
surplus plant and machinery. If 
the demand for health care in Lon¬ 
don’s hospitals is to contract, a 
planned decline is preferable. 

Plausible strategy 

Yesterday's report from the 
King’s Fund sets out a plausible 
strategy by which this could be 
achieved. A task force should be 
set up to carry out a fundamental 
review of the capital’s needs - In 
consultation with the people of 
London and their doctors. This 
review would inevitably lead to 
two further steps: a reshaping of 
hospital-based acute services in 
London; and the reorganisation of 
medical education and research. 

The report also makes out a 
powerful case for diverting the 
resources consumed by the presti¬ 
gious inner Londou hospitals to 
improving the quality of the cap* 
Ws health care overall Family 
doctor and community health ser¬ 
vices have been neglected, the 
report argues: too many London¬ 
ers are served by over-stretched 
single-handed family doctors 
working from decrepit lock-up 
premises. And the provision of 
hospital services in much of the 
capital has suffered; the quality of 
accident and emergency services, 
for example, often leaves much to 
be desired. 

Inevitably the headlines will 
concentrate on the recommenda¬ 
tion that 15 hospitals be dosed. 
C am p aign s of greater or lesser 
spedonsness will agitate to save 
particular favourites. But the task- 
of sorting out Loudon's hospitals 
is too Important to fail victim to 
such pressure group tactics. It is 
time for a fundamental review fol¬ 
lowed by determined political 
action to implement its recom¬ 
mendations. 


H opes were high yes¬ 
terday that the Euro* 
pean Community's 
agreement on “open 
skies" would lead to a 
sharp reduction in the cost of Euro¬ 
pean air travel. But such expecta¬ 
tions are likely to remain grounded 
for some time to come. 

Tm not pretending everything 
wiH be fine from January 1S93," Mr 
Karel Van Miert, the EC transport 
commissioner, said yesterday, mind¬ 
ful of the euphoria which greeted 
two previous airline deregulation 
packages, in 2987 and 1990. 

Both flailed to drive down fores 
more than marginally. And even 
though the latest package will intro¬ 
duce greater competition and create 
some new opportunities to increase 
consumer choice and services, the 
financial problems of airlines com¬ 
bined with the high cost of operat¬ 
ing air services in Europe are expec¬ 
ted to keep the pressure on fores. 

. In theory, at least, European air¬ 
lines will be free to set their own 
fores from the beginning of next 
year. They will also be free to fly 
between any EC country. They will 
Operate under a single EC air 
licence and from April 1997 they 
will be free to run domestic services 
in other member state. 

The package - the most 
for-reaching in the EC’s gradual 
process of air liberalisation - is 
designed to encourage greater com¬ 
petition and bring down European 
air fores. On average, these are still 
at least a third higher than in the 
US. 

In practice, the notion that dere¬ 
gulation will send fores crashing in 
Europe could not be more mislead¬ 
ing. European airlines are operating 
mt/tor the most diffic ult financial 
conditions since the second world 
war. “You only have to look at the 
financial results of airlines to see 
they cannot afford to cut fores,” 
commented Mr John Farr, director- 
general of the Air Transport Users 
Committee, the UK consumer pres¬ 
sure group. 

The combined losses of European 
airlines last year of $1.3bn were 
greater than their combined profits 
over file past 10 years. Airline traf¬ 
fic has yet to show a sustained 
recovery following the slump 
caused by the Gulf crisis and the 
recession. 

Established carnets and potential 
entrants alike are unlikely to rush 
to open new routes in a European 
market burdened by increasingly 
heavy navigational, and airport 
take-off and landing charges. Euro¬ 
pean airlines estimate the start-np 
costs of a new route in Europe at 
between £J0m and £ 12 m. 

While trying to generate more 
competition with its latest package, 
the Commission risks putting fur¬ 
ther pressure on European air fores 
by its separate proposal to intro¬ 
duce value-added tax on European 
airline tickets. The European airline 
industry claims that the proposed 9 
per emit VAT on tickets would add 
about $lbh on' airline costs alone. 
The eventual abolition of intra-Eu¬ 
ropean duty-free sales and‘the pro¬ 
posed introduction of a 3 per cent 
carbon tax-'will all eventually add 
expenses, thus reducing the possi¬ 
bility df large fere reductions. 

A bigger and more immediate 
problem is Europe’s inadequate air¬ 
port and air traffic control infra¬ 
structure. Although European coun¬ 
tries are finally attempting to 
harmonise and coordinate the mod¬ 
ernisation of their different air traf¬ 
fic control systems, this is likely to 
take several years; with the risk of 
increasing congestion in the air pre¬ 
venting airlines from exercising 
their new freedoms. 

Despite last year's air travel 


Paul Betts and David Gardner on air 
transport liberalisation in Europe 

Clouds over 
open skies 


The 38 busiest routes in the EC, 1991 
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slump, delays to European airline 
services because of infrastructure 
problems increased by IS per cent, 
according to the Association of 
European Airlines. 

Congestion at such busy airports 
as Heathrow or Frankfurt could 
also squeeze out new entrants 
because of the lack of available 
takeoff and landing slots. At the 
same time, airlines with a dominant 
position will have an important 
competitive advantage. 

The EC has so far left out of its 
liberalisation package new regula¬ 
tions to allocate slots at congested 
airports to ensure fair competition 
and access to all airlines. The Com¬ 
mission had wanted to pool unde¬ 
rused or vacant landing and take-off 
slots at mam airports so that at 
least they would be redistributed to 
entrants. This provoked fierce oppo¬ 
sition from established airlines. But 
Mr Van Miert said he was encour¬ 
aged by UK assurances that it 
would address this issue as a prior¬ 
ity during its presidency of the EC. 

Apart from these structural prob¬ 
lems, the success of liberalisation 
and its eventual impact on air fores 
will ultimately rest on the goodwill 
of EC member states. Sir Michael 
Bishop, chairman of British Mid¬ 
land, the UK carrier, warned yester¬ 
day that in the next few weeks, “we 


are likely to see further attempts by 
some countries to slow down the 
liberalisation process". 

Sir Michael said the experience of 
US deregulation suggested that 
competition came from the ability 
of new airlines to secure access to 
routes and airport facilities, and not 
simply by the removal of existing 
restrictions. He argued that many 
routes in Europe continued to be 
dominated by state-owned airlines 
with little incentive to compete. 

H e also claimed that 
the only routes in 
Europe which had so 
for benefited from lib¬ 
eralisation were 
those such as Heathrow to Paris, 
Amsterdam and Brussels, where a 
third carrier has been able to com¬ 
pete against the respective national 
carriers. “On routes where there is 
now only limited, or ‘organised’, 
competition - like Brussels to 
Rome - there can. now be greater 
competition," Mr Van Miert said, 
adding that carriers such as British 
Midland now “have real additional 
opportunities to expand their busi¬ 
ness in Europe”. Sir Michael has 
claimed that business travellers pay 
up to 25 per cent too much for their 
air fores on many European routes 
because of insufficient choice. 
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not able to disapprove a fore unfiat* 
erally as will now be the case, a 
XJK airline executive remarked. 

The package has also introduced 
certain analled safeguards on toe 
issue of open market access. Indi¬ 
vidual governments will continue to 
control aviation within their own 
territories and much will thus 
depend on their attitude to entrants 
in their markets. 

• Some countries are clearly expec- 
ted to adopt a more restrictive atti¬ 
tude to competition in their domes¬ 
tic market than others. As Lord 
King, British Airways chairman, 

said-with heavy irony yesterday: i 

think the other European airlines 
will seek to protect their own patch. 
£ think Great Britain, oddly enough, 
will probably try to play by the 
rules, and I admire the way the 
French play by theirs.” 

EC transport ministers also 
agreed on a transition period of four 
years and three months before 
allowing airlines to operate domes¬ 
tic services in another member 
state. 


lthough airlines will be 
able next year to fly to a 
second destination in 
another country (a Brit¬ 
ish carrier could fly 
from London to Paris and then on 
. to Nice), they will only be allowed 
.--to fill a maximum of half their seats 
: in a foreign stopover until 1997. 
This , is expected to make it more 
- costly for airlines to open, such sto¬ 
pover routes especially since most 
travellers prater direct flights. How¬ 
ever, as of next year airlines wifi be 
able to fly between two other coun¬ 
tries without starting or ending in 
their home state. 

The transition period is also 
expected to give national carriers 
more time- to consolidate their own 
domestic and international market 
position before full liberalisation. 
All the big airlines have been 
scrambling to forge partnerships 
and have sought equity investments 
in other carriers to strengthen their 
base before deregulation. 

Air France has acquired a stake 
in Sabena of Belgium as well as 
absorbing the French carriers Air 
foter and UTA: Lufthansa Is looking 
at investing m'smaller European 
carriers like, among others, Lauda 
Air of Austria. BA and KLM Royal 
Dutch Airlines , are expected to 
resume merger negotiations later 
this year. ■ . , ■. 

The big carriers have argued that' 
consolidation of the flirirna industry 
was necessary if Europe was to 
compete against large US and. Far 
Eastern carriers in an Increasingly 
global airline market. But this trend 
could also undermine competition 
in a liberalised European market by 
squeezing out entrants or forcing 
them to ally themselves with one or 
other of the large airline groups. 

The fact that most large Euro¬ 
pean carriers are state-owned is 
expected to complicate further the 
liberalisation process. Scandinavian 
Airlines System (SA S) said yester¬ 
day It hoped clear rules would be 
established on the permitted extent 
of state support for EC airlines to 
prevent them from cutting fares 
. artificially, to .drive out competitors 
apd subsequently raising them. 

But the package has at least pro¬ 
vided the. legislative framework to 
encourage the development of a 
multi-airline industry in Europe 
with greater competition and even¬ 
tually lower fores. However, as Sir 
Michael Bishop warned: “There is 
stifi a long way to go before Euro¬ 
pean consumers can enjoy the prac¬ 
tical benefits of highly competitive, 
low cost air travel, and we should 
not underestimate toe difficulties of 
implementing the package." 
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The EC package itself was the 
result of a compromise between 
ardent supporters of liberalisation 
such as the UK and the Netherlands, 
and other less enthusiastic coun¬ 
tries like France, Germany, Italy, 
Greece and Spain. While removing 
price controls and creating opportu¬ 
nities to fly in other member coun¬ 
tries, the package also contains 
what the EC describes as “safe¬ 
guards” which could ultimately 
undermine liberalisation. 

These apply both to air fores and 
to European domestic air services. 
Although, under the package, air¬ 
lines will be able to set feres on 
intra-EC flights, governments will 
still be able to intervene if they 
consider fores either unreasonably 
high or low. It will then be up to the 
other government to appeal to the 
Commission to overrule the deci¬ 
sion. 

In some respects, the system 
could turn out to be more restric¬ 
tive than the current “double disap¬ 
proval system”, whereby an air fore 
can only be refused if both coun¬ 
tries at either end of a route object 
to it Under the new scheme, much 
wifi depend on the speed of the EC 
arbitration process in the event of 
one country deciding to veto a fore. 
“At least under the ‘double disap¬ 
proval’ system a member state was 


Personal view 


The spectre at the fast 

By Michael Iipton 



Pollution and 
depletion were part 
of the green “new 
consciousness” of 
the 1960s. In the 
oil-shocked 1970s 
and the individual¬ 
ist 1980s, they 
increasingly lost 
their political salience. Yet in the 
interim, resource degradation had 
speeded up so that in the 1990s 
there are renewed concerns, this 
time including ozone destruction 
and global wanning. Why? 

The answer was not even on the 
agenda of the UN Environment 
Conference in Rio de Janeiro. It is 
quite simple. Since 2978, several 
leading governments in rich coun¬ 
tries have increasingly moved (a) to 
squeeze out inflation, (b) to aban¬ 
don fiscal policy as a means to that 
end, and therefore - especially 
because direct control of the money 
supply has proved unfeasible - (c) 
to rely Increasingly on forcing up 
leal interest rates. Dramatically ris¬ 
ing rales In 1977-79, sustained ever 
since, have increased the Incentives 
- to families, businesses and gov¬ 
ernments - to use up natural 
resources now, and to ignore the 
consequences later. These same 
high interest rates, too, have 
drained the cash with which gov¬ 
ernments might otherwise have pro¬ 
tected resources for the future. 

Long-term interest rates in real 
terms, that is, net of expected infla¬ 
tion, are a classic market signal. 
They tell every householder and 
every business the market value erf 
resources how, compared to several 
years hence. The arithmetic ot the 
signalling is fierce. Suppose an 
Indian fanner has two ways to 
farm. The extractive path gets a 
high return for 15 years, but then 
the land is exhausted and useless. 
The sustainable path gets a lower 


return, for ever. If the former faces 
a high real rate of long-term inter¬ 
est, say 5 per cent, extractive form¬ 
ing looks attractive. Even if it is 
only twice as profitable each year - 
for 15 years - as sustainable form¬ 
ing for ever, the incentive is to 
extract now. If the real long-term 
rate of interest is lower, say 2 per 
cent, extractive fanning for just 15 
years has for less appeal It has to 
be almost four times as profitable 
each year - while it lasts - to be 
preferred. Farmers facing low inter¬ 
est rates usually choose sustainable 
paths. 

Poor countries are tiny players in 
international capital markets. They 
must accept interest rates as they 
are made in New York, Frankfort 
and Tokyo. Prime, real long-term 
rates in the 1950s and the 1960s 
stood at some 1 per cent to L5 per 
emit. Since 1978 they have hovered 
between 4 per cent and 5 per cent 
and the World Bank predicts they 
will climb even higher. Its proph¬ 
ecy, made in May 1991, looks like 
being fulfilled. Even though nomi¬ 
nal rates have fallen in the US, 
Japan, and parts of western Europe, 
this has been more than matched 
by the. foil, in inflation, actual and 
expected. 

These rises In real Interest rates 
have been amplified tot developing 
countries. Western banks pushed 
most of their Third World loans 
from fixed to variable rates in 
the late 1970s; later, the dwind¬ 
ling creditworthiness of many bor¬ 
rowing governments meant they 
had to pay steadily widening premi¬ 
ums. Final borrowers - smallhold¬ 
ers and urban businesses in India 
and Kenya - faced even wider mar¬ 
gins via conditions on aid which 
forced down domestic interest rate 
subsidies. 

The exploding interest rate told 
the borrower that - whatever toe 


rich world's lobbies and leaders 
may say - the markets value the 
long-term survival of rainforest or 
ozone, and even of poor rural peo¬ 
ple's water and fuel, at almost zero. 
Even for Third World governments 
that wanted to provide resources or 
subsidies for conservation, rising 
interest rates drained their ability 
to do so. In 2972, interest payments 
- at home as well as abroad - 
comprised 5.6 per cent of spending, 
including net lending, by central 
governments in non-oil developing 
countries; by 1988, they had reached 
1B.7 per cent 

Malthusian pessimists warn that 
extra people will eventually degrade 
the world's resources and thus 
destroy themselves. The market 
case against such pessimism, how¬ 
ever, is powerful. It states that, as 
resources threaten to run out, their 
price increases, so that families, 
businesses and governments are 
stimulated to conserve, replace, or 
even discover new deposits of them. 

Bat the developed world, by forc¬ 
ing up real interest rates to unprec¬ 
edented peacetime levels for 14 
years, has broken the transmission, 
from demographic challenge to con¬ 
servationist response. Participants 
at Rio warned of impending famine, 
dearth, and depletion. The rate of 
interest is our spectre at their fast 

If OECD countries choose to 
squeeze out inflation, they can do 
bo. But if they persist in doing so by 
means of sky-high real rates of 
interest, they will increasingly 
encourage production techniques 
which deplete resources and cause 
pollution. The grandchildren of 
those who live by the market as 
well as their new converts in the 
developing world, may then die by 
the market 

The author is professorial fellow in 
economies at the Institute of Devel¬ 
opment Studies. Sussex University. 
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The. liews 
‘from central 
and eastern 
.Europe gets 
more depress- 
'ing every 
-week: 

• The long 
agony of Bos¬ 
nia-Hercego¬ 
vina continues, while it-is any¬ 
one's guess whether the next 
Yugoslav war will erupt in 
Kosovo or in Macedonia, or 
both at once. In either case the 
chances of containing it within 
the frontiers of the old-Yugo¬ 
slavia seem slim. 

• Czechs and Slovaks agree to 
break up a state which had 
seemed one.of the most hopeful 
and civilised in the region. At 
least there is no bloodshed 
between than, so Ear; but the 
dissolution of the state, com¬ 
bined .with the problem of the 
Hungarian minority in Slo¬ 
vakia, the bitter SIovak-Hun- 
garian dispute over the Dan¬ 
ube' dam, and lurking 
Hungarian aspirations to 
recover territory lost after the 
first world war. provides all 
the lngnxtients for a pre-1939- 
style border conflict. And Hun¬ 
gary could at any moment find 
itself in a similar co nflic t with 

j» Serbia, or Romania. 

' • In Georgia and Moldova 
separatist groups look to rem¬ 
nants of the Soviet; army for 
support, and President Boris 
Yeltsin threatens Russian 
intervention if fighting contin¬ 
ues. The .Baltic states and 
Ukraine, still hosts to 
unwanted Russian troops as 
well as large Russian-speaking 
minorities, look nervously on. 
Fighting continues between 
Armenians and'Azeris in and 
around Nagorno-Karabakh. 
Within the Russian federation 
Chedben-Ingushetia and other 
ethnic enclaves are defying the 
central government 

• Throughout' the region, 
high unemployment is eroding 
support for economic reform, 
while politicians are locked in 
Byzantine power struggles 
incomprehensible to ordinary 
people, but often envenomed 
by selective leaking of “evi¬ 
dence” from secret police files. 

It all seems a far cry from 
the euphoric autumn of 1989, 
even if few really imagined at 
that time that history had 
ended and we' should all live 
happily ever after, hi fact just 
about every one of these prob-. 
lems was foreseen then, which 

makes it -all -the -more frustra-. 

ting that so little seems to 
have been done to solve them. 

Of course many east and cen¬ 
tral European politicians are 
behaving very foolishly, and 
they should not be allowed to 
escape responsibility for the - 
tragic consequences of their 
actions. Nor is it true that the 
west has done nothing. Signifi¬ 
cant sums of money have been 
and are being provided. Not 
adequate sums, perhaps, bnt 
what would have been ade¬ 
quate? Even the extraordinary 
transfers from west to east 
Germany seem barely to suf¬ 
fice, and assistance on that 
scale to the whole of eastern 
Europe, including the former 


CSCE commitments to protect 
national minorities must be 
linked to economic benefits 



Soviet Union, would imply tril¬ 
lions of dollars ann ually. 

One area where the west, 
and especially the European 
Community, has clearly fallen 
short Is market access. Even 
the three central European 
states which have signed asso¬ 
ciation agreements find the 
west Eurt^ean market all but 
impenetrable fo goods they can 
produce at competitive prices, 
such as steel and food; and 
that in turn discourages pri¬ 
vate invest-_ 

“a more gen- Many politicians 


should not be 
allowed to escape 
• responsibility 


erous policy in are be 

SSu "ot P yet foolishly 

have had a 
direct impact 
on living stan¬ 
dards; but 4t 

would have_ 

contributed to a 
more hopeful atmosphere in 
the region, in which the inevi¬ 
table ethnic conflicts might 
have been easier to defuse. 
Above all, I believe that a 
greater effort should have been 
made to link, western assis¬ 
tance to intraregional co-opera¬ 
tion, building on the example 
of the Marshall Plan. 

That applies to cooperation 
between states, but could also 
apply to. inter-communal rela¬ 
tions within states. In the case 
of Croatia the EC tragically 
missed its opportunity: for a 
long time it refused to contem¬ 
plate recognition and then. 


shaving 
, and thi 


ey 


when war had been raging for 
months, it rushed to recognise, 
brushing aside its own arbitra¬ 
tion committee’s report that 
conditions on minority rights 
and civil liberties, formally set 
by the EC itself, were not yet 
adequately fulfilled. Had those 
conditions been posed at the 
outset they might have given 
the EC some real leverage over 
the Croat leadership, and 
hence also some credibility in 
the eyes of the Serbs. But then 

_a similar error 

was perpetrated 
in the Bosnian 
case, recogni¬ 
tion being made 
conditional not 
on agreement 
between the 
communities 
but on a refex- 

_endum which 

only dramat¬ 
ised and polarised the differ¬ 
ence between them. 

Since similar conflicts are 
now erupting or about to erupt 
in many other parts of central 
and eastern Europe, it is not 
too late to learn some lessons 
from the Croat and Bosnian 
tragedies. Slovakia resembles 
Croatia in many respects. It 
will need recognition and help 
from the EC. and that fact 
must be used to ensure that 
the Hungarian minority is ade¬ 
quately represented and pro¬ 
tected, and that disputes 
between Slovakia and Hungary 
are settled peacefully. 


In the former Soviet Union, 
it is becoming very urgent to 
dissuade Mr Yeltsin, who is 
clearly under intense pressure 
from Russian nationalists, 
from behaving like the Serbian 
leader. Mr Slobodan Milosevic. 
If he imagines that his new 
love affair with Washington 
would survive a Russian mili¬ 
tary intervention in Moldova 
or Georgia he should be disa¬ 
bused without delay. 

The problem of the Russian 
minorities in other ex-Soviet 
republics is a real one, but tbe 
worst possible solution would 
be a series of Russian military 
expeditions to support them. 
The Russian foreign ministry 
is aware of this, and has been 
seeking alternative solutions, 
notably by supporting mea¬ 
sures to give stronger interna- 
' tional protection to minority 
rights at the Helsinki follow-up 
meeting of the Conference on 
Security and Co-operation in 
Europe (CSCE), which is now 
nearing its climax. 

The Dutch proposal to 
appoint a CSCE high commis¬ 
sioner on national minorities, 
whose job would be to give 
early warning and where 
appropriate take “early action” 
to defuse minority issues that 
threaten to develop into con¬ 
flict, is now the subject of 
detailed negotiations and has a 
good chance of being adopted. 
So has a British proposal to 
expand the range of available 
procedures for resolving dis¬ 
putes, including disputes 
within states, “which have the 
potential to develop into armed 
conflict". (Since most such dis¬ 
putes in Europe involve 
national minorities, the two 
proposals are closely related.) 

A further step, which might 
be considered at a future meet¬ 
ing, would be to establish a 
prototype agreement between a 
national minority, the state 
where it resides, and the state 
(if any) with which it has an 
ethnic or linguistic affinity. 
Such an agreement could spell 
out the obligations as wen as 
the rights of the minority, and 
enable the “protecting” state to 
contribute to a solution of the 
problem without questioning 
the sovereignty or borders of 
the state in which the minority 
lives. No state could be obliged 
to sign it, and in each case the 
parties could agree to vary its 
precise terms to suit their par¬ 
ticular circumstances; but hav¬ 
ing a standard prototype avail¬ 
able might give both sides 
greater confidence that they 
had something to gain from a 
negotiated solution. 

But all such devices depend 
ultimately on the willingness 
of parties in dispute to make 
use of them, and to avoid 
resorting to violence. Too often 
the slide to war outpaces the 
diplomats, whose good inten¬ 
tions are nullified by political 
pressures at home. In such sit¬ 
uations CSCE commitments 
will only be taken seriously if 
states that have something to 
offer - the US, Japan, above 
all the EC - make a clear con¬ 
nection between observance of 
those commitments and tangi¬ 
ble economic benefit 
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Air fare competition 
impossible if airlines 
remain subsidised 


ERM debate 
in need of 
a proper 
airing 

From Mr Michael Oliver . 

Sir. Martin Wolfs timely 
rejoinder oh the poor perfor¬ 
mance of nominal domestic 
demand over the past five 
years (“Destabilising effects of 
exchange rate stabilisation", 
June 22) is a welcome contribu¬ 
tion on the ERM debate. 

As Mr Wolf notes, not only 
did Mr Nigel Lawson's mis¬ 
placed enthusiasm for quasi-in¬ 
ternational monetarism Impair 
the excellent Inflation perfor¬ 
mance of tbe early 1980s, but 
it again highlighted the poten¬ 
tial Dies Irae for pegged 
exchange rate systems. 

Although tbe debate has sup¬ 
posedly moved on from the 
Iate-1980s and we are now 
“irrevocably” committed to the 
ERM, it would be foolish not to 
question this pledge while the 
recovery remains sluggish. 
What is the point of a policy 
framework which offers the 
promised elixir of low infla¬ 
tion, while exacting the price 
of rising unemployment and 
poor growth? 

Perhaps it is not so much the 
monetarists who are crying out 
for a return to the past, but 
disgruntled economists from 1 
the “golden age" haggling after i 
some form of parity fixing in a i 
system which Is fundamentally 
flawed. 

Until the government gives a 
proper airing to thfe stultified 1 
debate (preferably via a Trea- i 
sury select committee), the 
reluctance to consider any 
alternative exchange regimes 
will condemn the UK economy 
to an anaemic monetary policy, 
with persistent low rates of 
growth. 

Michael Oliver, 

Bristol Polytechnic, 

St Matthias. 

Oldbury Court Road, 

Fishponds, .- 
Bristol BS16 2JP 


From Mr Thomas McDonogh. 

Sir, Great expectations and 
hopes were kindled in the 
minds of the travelling public 
by talks on liberalisation of air 
transport in Europe, particu¬ 
larly In regard to cheaper 
fares. 

Most thought that what had 
happened in tbe US would also 
happen in Europe with compe¬ 
tition being keener and with 
fares accordingly being 
reduced. However, what has 
happened in Europe has been 
very much a damp squib from 
the consumer’s point of view 
for the simple reason that air 
transport In Europe is organ¬ 
ised very differently from that 
in the US, in that it is domi¬ 
nated by national airlines, 
most of which are technically 
bankrupt and losing vast sums 
of taxpayers' money because of 
overstaffing and Inefficiency. 

There is little or no comp¬ 
etition on most routes, and 
certainly if the fares were 
to reflect the operating costs 
of these airlines, they would 
be much higher than they are 
at present However, this does 
not prevent new entrants being 
deterred by unfair competition. 


No tears for 
the NEDC 

From Mr Bill DardeL 

Sir, We should not shed too 
many crocodile tears over the 
demise of the National Eco¬ 
nomic Development Office. It 
was established in circum¬ 
stances and an environment 
quite different from that faced 
today. 

The challenge to the Depart¬ 
ment of Trade and Industry in 
its new role will come from 
strong and intensifying compe¬ 
tition as European and global 
markets become increasingly 
integrated. To promote the 


predatory pricing, capacity 
saturation and denial of prime¬ 
time slots at major airports. 
Most new entrants to the avia¬ 
tion business, attracted by 
liberalisation, are private 
airlines. But private airlines 
whose motive is profit can¬ 
not compete in a field where 
profit is a secondary consider¬ 
ation. 

The European Commission, 
unfort unately , is understaffed 
and powerless to enforce regu¬ 
lations which would ensure 
fair competition, and thus a 
fair deal for consumers. In 
Europe at present there are 
roughly seven airlines techni¬ 
cally bankrupt, and these are 
Air France, Alitalia, Iberia, 
Olympic, Aer Lingus, TAP and 

Sabina. 

There will be no real compe¬ 
tition and liberalisation as long 
as these national airlines 
receive massive support from 
the various governments, a 
support which is denied to the 
private sector. 

Thomas McDonogh, 
chairman, 

Air Transport Users Committee, 
22 Merrion Square, 

Dublin 2 


future competitiveness of the 
UK economy will require radi¬ 
cal thinking and original pol¬ 
icy developments by the 
Department of Trade and 
Industry. These will depend for 
their success on unbiased, 
wen-researched empirical facts 
and analysis. 

I hope such independent 
research will play an increas¬ 
ing role in the development of 
policies appropriate to the 
national and international 
environment of the 1990s. 

Bill Daniel, 
director, 

Policy Studies Institute, 

100 Park Village Estate, 

London NW1 3SR 


Stress must 
be seen in 
the social 
context 

From Ms Daum Lyons. 

Sir, Jenny Cozens’ "How 
stress can make you tick at 
work” (Management, June 19) 
Is an informative account of 
developments of psychologists’ 
work on stress. However, as in 
much work on stress, she 
neglects contributions from 
other disciplines such as sociol¬ 
ogy. , 

Tbe renewed emphasis on 
the individual as a source of 
stress is not only symbolic of 
1980s individualism but, more 
important, consistent with psy¬ 
chological analysis which con¬ 
siders individual psychology 
without an understanding of 
soda! context There is no rec¬ 
ognition of the relationship 
between the subjective experi¬ 
ence of stress and the social 
conditions which may give rise 
to it Tnateflrt we are offered 
so-called “objective” measure¬ 
ments such as heart-rate or a 
discussion of personality vari¬ 
ables. 

Dealing with stress at work 
through the use of workplace 
counselling services and stress 
management courses is com¬ 
monplace in North America. 
Increasingly, such facilities are 
being Introduced in British 
work organisations. Although 
employees may derive some 
genuine benefit from these 
facilities, it is important to 
recognise their implications. 
By focusing on the individual, 
questions of the structure and 
organisation of work are made 
into personal problems. Psy¬ 
chologists would help employ¬ 
ees more if they were to 
counter rather than reinforce 
the prevalent but dangerous 
belief that some people “natu¬ 
rally” cope better than others. 
Dawn Lyon, 
research fellow. 

University of Birmingham, 
Edgbaston, 

Birmingham B15 2TT 


No denial of 


Too much re packaging of education initiatives 


sovereignty 

From J A Throup. 

Sir, I would like to answer 
the question posed by Mr 
Bryan Cassidy (Letters, June 
11), namely, “isn’t a referen-. 
dum a denial of the sover¬ 
eignty of parliament?" 

My answer is no. It cannot 
be a denial of sovereignty as 
only parliament can instigate 
its use. It is presumably 
intended for use, at parlia¬ 
ment’s discretion, to decide an 
Issue of importance which 
requires a black and white 
decision and for which public 
opinion Is unclear to parlia¬ 
ment 

J A Throup. 

17 Queens Road. 

Kmgstan-upon-Thames, 

Sumy 


From Mr Ansel Harris. 

Sir, The Training and Enter¬ 
prise Council initiative - 
launched in March 1989 - 
seemed to many to be essen¬ 
tially the re-packaging of ear¬ 
lier government initiatives In 
the field of employment train¬ 
ing and enterprise encourage¬ 
ment that proliferated in the 
1980s. They included the Man¬ 
power Services Commission, 
Training Agencies, Enterprise 
Agencies, Local Employer Net¬ 
work Service. It was expected, 
or hoped, that the Tecs might 
rationalise and streamline 
many of them. 

TECs have not aqfoyed the 
most enthusiastic of comments 
from the various constituen¬ 
cies they set out to serve. But 
for those of us who partici¬ 
pated in some of these earlier 


initiatives and the discussions 
leading up to the establish¬ 
ment at Tecs, the news of a 
further initiative - Investors 
in People (Bp) - leaves them, 
as It does the Tecs and as you 
said your article “Setting stan¬ 
dards for the working classes” 
(Management, June 17), “con¬ 
fused about bow and to whom 
fip should be marketed". 

British society has In place a 
recently much improved and 
up-dated modernised educa¬ 
tional medium, its colleges of 
further education. They are 
beginning to make good the 
deficiency noted as long ago as 
1868 by a Royal Commission 
which commented on Britain’s 
deficiency in technical educa¬ 
tion. This once “neglected sec¬ 
tor” is today serving an 
increased population of young 


people, of those returning to 
employment and those who 
have recognised the need for 
continuing education. 

I urge that, rather than fur¬ 
ther re-packaging of old initia¬ 
tives, colleges of further educa¬ 
tion be given the necessary 
support to deliver their offer¬ 
ings even more effectively. 

As a footnote I would add 
that while these initiatives 
continue to proliferate, with 
the concomitant expenses and 
learning curves, this college, 
funded by the London Borough 
of Brent, has a current budget 
shortfall of £lm, the equivalent 
of 40 full-time staff 
Ansel Harris, 

vice-chairman of governors, 

The College of North West 
London, 

Derail Road NWlO 
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Observer 


France’s new 
bull-fighter 

■ Will Francis Lorentz, deposed 
chairman of France's state-owned 
Groups Bull, be remembered for . 
presiding over one of the biggest - 
losses in computer industry history, 
or turning round a showcase of 
French technology? 

A year after he took over the 
helm. Bull lost FFr 6.7b n. To be 
fair, most computer companies were 
caught by the speed of the recession 
which forced a sudden downturn 
in capital spending. But critics 
argue that his strategy to revive 
Bull's fla g gin g fortunes - including' 
staff cuts, a move to “open” or 
industry standard systems, and 
the purchase of the US computer 
manufacturer Zenith Data Systems 
- came too little and too late. 

Lorentz was constrained by the 
need to present a public face 
acceptable to his major shareholder, 
the government, which continues 
to promote Bull as the national 
computer champion. Clearly, 
disagreements with Madame 
Cresson. the former French prime 
minister, did not help. 

On balance, Lorentz has done 
a good job although it’s a shame 
he wasn't given longer to prove 
himself. But even he would admit 
that he was luckier than his 
successor - Bernard Pacbe. At 
least Lorentz learned the computer 
trade from the doyen of tbe 
European industry, Jacques Stern. 
Pache has no such tutor and his 
main claim to flame so far is that 
he has wielded tbe axe to France's 
coal mining industry without 
causing a revolution. 


Age concern 

■ When Conrad Black bought the 
Telegraph in 1986 its readers were 
so old they were dying at the rate 
of 1,000 a week. Helped by the 
introduction of a children’s 
supplement. Black has managed 


to reverse t son appy tren. an 
now a quarter of his readers are 
under 34. - 

However, older readers are still 
well represented on the group's 
board. Of the 16 nonexecutives, 
two are in their 130s and four are 
in their 70s. Yesterday’s prospectus 
says that no one is disqualified 
from being a director just because 
he is 70, nor will the age of a 
proposed board member need to 
be stated when tbe appointment 
comes np for discission at a general 
meeting. .. 

Given the growing age gap 
between the Telegraph's board and 
its readers, perhaps the 47-year-old 
Black flhmiM consider making a 
bid forThe Oldie magazine. After 
aU. it seems to be doing better in 
terms of circulation than the 
Spectator, the Telegraph's magazine 
tor young fogeys. 


Measuring up 

■ While battalions of analysts and 
researchers in the West have for 
years been labouring to discover 
the reality behind Japan's 
inscrutability, the Japanese 
themselves are now delving further 
into their own physical make-up. 

Tbe Research Institute of Human 
Engineering for Quality Life is not 
doing things by halves. Over the 
next two years it will take ISO 
measurements from 50,000 people 
to determine; for instance, the 
average size of a man’s big toe or 
the length of a woman’s nose. 
Volunteers - “We have already 
lined up enough schools, businesses 
and old people's homes,” says the 
institute - will have to wear 
special underwear for the process; 
the resulting laser measurements 
will be fed into computers to create 
3-Dimages. 

The data will be used to set 
government standards and could 
help businesses determine the best 
sizes for everything from toilet 
seats to rings that commuters hold 
onto In crowded trains. Observer 
hopes the researchers will take 



other measurements for those 
gadgets bound for Europe and 
America. 


Mischief-maker? 

■ The House of Lords is obviously 
looking ahead to a livelier time 

- and a much higher public profile 

- after the entrance next week 
of Margaret Thatcher and some 
or her former cabinet colleagues. 

It is hardly a coincidence that 
within minutes of her arrival in 
the upper house, their lordships 
will be debating the Maastricht 
Treaty. The Labour peer Lord 
S tod dart of Swindon has cannily 
called for a government statement 
agreeing to a referendum on 
political and economic union. 

How long can Baroness Thatcher 
resist rising to the bait of such 
mischief-making? 


Swap shop 

■ The ultimate Whitehall 
ni ghtmare of having to implement 
a policy you thought would be 
someone else's problem may soon 
come true for some unfortunate 
officials. 


Horror o orrors. new 
programme of secondments 
between central and local 
government could mean that those 
in the department of the 
environment responsible for 
devising the transitional relief for 
the council tax, for example, could 
find themselves trying to 
administer it 

Michael Howard, the environment 
secretary, was adamant that the 
planned move to Docklands of his 
department was not a ploy to 
ensure sufficient volunteers for 
his new pet project Even so, there 
will he some sympathy among his 
underlings for a suggestion by the 
Association of Metropolitan 
Authorities that Howard’s job swap 
idea shonld be extended to include 
ministers and council leaders. 


Knock, knock 

■ To go into receivership once 
during a recession might be 
regarded as a misfortune; to do 
so twice begins to look like 
carelessness. 

But such has been the fate of 
Knobs and Knockers, the 
bizaiTely-named retailer of brassy 
household accessories, which 
yesterday called in receivers for 
the second time in as many years. 

The company first collapsed in 
May 1991 but was resuscitated a 
month later through a management 
buy-out led by Geoffrey Davy, 
former chief executive of BAS. 
Although the receiver has 
immediately closed 19 of the 52 
shops, he is hopeful of selling the 
business as a going concern. 

Tbe company’s 50 remaining 
employees are no doubt hoping 
for third time lucky. 


Incredible 

■ Latest from the department of 
silly press releases. The ‘MB’s Mike 
Falrey, formerly director of credit, 
has just been promoted to credit 
director. Wow! 
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IF YOUR COMPANY HAS 
I AUTOMATED PRODUCTION LINES 
! YOU SHOULD BE READING THIS: 


Progressive manufacturing companies use automatic 
vision inspection systems on their production lines to 
Improve product quality and to reduce product costs. 

Because vision systems are simple to implement and 
highly cost-effective, they find applications In virtually 
every sector of manufacturing industry. 

Vision systems are being used to Inspect the dimensions 
of chocolate bars, the assembly of TVs, the texture of 
paper, the moulding of plastic bottles, the machining of 
bearings, the shape of light bulb elements, the forming 
of pharmaceutical needles and the straightness of 
connector pins. 

H you are not yet using automatic vision systems, call 
Peter Neve at Image Inspection to find out how your 
company can benefit. 


IMAGE 

INSPECTION 


SPECIALISTS IN 
INDUSTRIAL VISION 
AUTOMATION 



Tel: 0372 726150 Fax: 0372 726276 

Image Inspection Ltd., Unit 7, RrstQuarter, Blenheim Road, Epsom, Surrey KT199QN. England 


unv.Vi ’nut!! ■ mkvivnv riivi • slimw nw • rauw mam • vhumm «•* ■ uwm ■ wnHwaura uriv 16 - mju.j uu jmlk • 


























A FINANCIAL TIME 

for change 


IBSf 

NEWPORT 


FINANCIAL TIMES 


OUR 60™ YEAR 
IN POWER e 


Wednesday June 24 1992 


Diesel engines from 5-1500 bbp. " 
Perkins Group Hcadquafte ra. T e l-0g3 t> 7 ^ 74 


ANC sets conditions for return 
to power-sharing negotiations 


By Michael Holman and Philip 
GawHti In Johannesburg 

THE African National Congress 
last night broke off constitutional 
talks with the South African gov¬ 
ernment accusing it of bringing 
the country to "the brink of 
disaster”. The ANC made dear, 
however, that it wished to keep 
the negotiating process alive. 

Many of the conditions set for 
the resumption of talks can 
readilybe fulfilled by the govern¬ 
ment and seemed calculated to 
strike a balance between 
responding to black anger while 
not closing the door on a negoti¬ 
ated settlement 

A statement issued after a day¬ 
long meeting of the ANC execu¬ 
tive said there was "no option 
but to break off negotiations”. 

The main demands attached to 
a resumption of talks include an 


international inquiry into last 
week's massacre of 42 people in 
Boipatong township, an-end to 
"covert operations” by security 
forces, prosecution of security 
personnel involved in violence, 
phasing out of township hostels, 
and a ban on the carrying of dan¬ 
gerous weapons in public. 

ANC officials said they would 
continue to prepare the ground 
for "mass action". The organisa¬ 
tion also renewed its demand for 
the creation of a constituent 
assembly to draft a new constitu¬ 
tion and for the establishment of 
an interim government. Next 
Monday was declared a day of 
mourning to mark the Boipatong 
killings. 

The ANC decision brings to a 
halt at least for the time being, 
constitutional negotiations under 
the auspices of the Convention 
for a Democratic South Africa 


(Codesa), a multi-party forum 
whose second formal round of 
discussions ended in deadlock. 

A government response is not 
expected until after today’s cabi¬ 
net meeting in Pretoria. 

. President FW de Klerk was 
due back in South Africa last 
night after, cutting short his visit 
to Spain. At a press conference in 
Madrid before the ANC statement 
he criticised what be called the 
ANC's irresponsible attitude in 
recent township violence. 

“To stage mass action and pro¬ 
test under such volatile circum¬ 
stances. . . adds fuel to the fire 
and can easily erupt into vio¬ 
lence.” he said. "While there is 
every hope progress can be made 
with negotiations, it is extremely 
unwise and borders on the irre¬ 
sponsible to create an atmo¬ 
sphere of greater tension and vol¬ 
atility.” 


Western governments have 
taken a cautious public stance, 
urging South African leaders to 
return to the conference table. 
Private communications with 
Pretoria have been more forth¬ 
right, say diplomats, with the US 
in particular making clear its 
view that the government could 
do more to curb violence. In Lon¬ 
don yesterday, Mr John Major, 
the British prime minister, 
rejected suggestions that the 
European Community should 
consider reimposing sanctions. 

The death toll In political vio¬ 
lence over the past week reached 
120 .yesterday when police 
reported a further seven wffings 
overnight in black townships. 
Police have detained five men for 
questioning in connection with 
the Boipatong massacre and the 
hostel said to be the base for the 
attackers is to be closed. 





> r ' 



sm-xl: 

* •***- * I 






I 






Waiting for the dead: a long row of freshly-dug graves in Sarajevo's lion’s Park cemetery. Dozens of graves are dug 
each day in preparation for the victims that will fill them as a result of fi ghting between Bosnian and Serbian forces 

US tightens sanctions against Serbia 


By George Graham In 
Washington, Judy Dempsey in 
Prishtina, Kosovo, 
and Laura Silber in Belgrade 

THE US yesterday issued its 
toughest condemnation of the 
“barbaric" killing of civ ilians in 
Bosnia by Serbian militias and 
announced that it was tightening 
sanctions against the Belgrade 
government 

United Nations officials in 
Sarajevo said they had given up 
hope of quickly securing a 48- 
hour ceasefire to airlift supplies 
after the Bosnian capital bad 
been bombarded for most of the 
day. 

Mr James Baker, US secretary 
of state, did not discount US sup¬ 
port for a multilateral operation. 
“The US has not ruled out partic¬ 
ipating in some multilateral oper¬ 
ation if that should become nec¬ 
essary, particularly with respect 
to the provisioning of humanitar¬ 
ian assistance.” 


He said the US would: 

• Immediately withdraw recog¬ 
nition from Belgrade’s ambassa¬ 
dor to the US; 

• Order the former Yugoslav 
consulate in Chicago to be closed; 

• Consult its allies on additional 
steps, including action to end the 
obstruction of UN relief 
operations in Sarajevo; 

• Broaden its efforts to have 
Serbia and its ally Montenegro 
suspended from participating in 
international institutions; 

• Press for the two former 
Yugoslav republics to be required 
to reapply for membership once 
they had complied with UN Secu¬ 
rity Council resolutions and met 
criteria set for the admission of 
other new states. 

Describing the latest mortar 
attacks by Serb militia forces on 
the centre of Sarajevo as "bar¬ 
baric” and "inhuman”, Mr Baker 
said the time had come for the 
international community to go 
beyond economic sanctions. 


which the UN imposed on Serbia 
and Montenegro at the beginning 
of this month. 

“It’s hard to believe, really, in 
this day and age. that armed 
forces wfil fire artillery and mor¬ 
tars indiscriminately into the 
heart of a city, flushing defence¬ 
less men, women and children 
out into the streets and then 
shooting them,” Mr Baker told a 
hearing of the US Senate commit¬ 
tee on foreign relations. 

In Sarajevo, General Lewis 
Mackenzie, head of the UN mis¬ 
sion, said; “Any immediate hope 
of establishing a two-day truce to 
reopen the city airport is over.” 

Continued shelling, sniper 
attacks and anti-aircraft fire by 
Serb irregulars could prevent 
Bosnian president Alija Izetbe- 
govic from travelling to Stras¬ 
bourg where Lord Carrington, 
chairman of the European-Com¬ 
munity sponsored peace confer¬ 
ence, intends to reconvene the 
conference tomorrow. 


Mr Haris Silaidzic, the Bosnian 
foreign minister, is expected to 
attend the conference as is Cro¬ 
atian president Franjo Tudjman, 
and Serbian president Slobodan 
Milosevic. 

In Prishtina, capital of Kosovo, 
Serbian authorities yesterday 
prevented the independent parlia¬ 
ment from meeting by surround¬ 
ing the b uilding with tanks and 
troops, and arresting several of 
its supporters and deputies. 

Heavily armed Serb troops set 
up roadblocks around the prem¬ 
ises, and occupied the building. 

The parliament was scheduled 
to hold its inaugural session fol¬ 
lowing underground elections 
last month, which were organ¬ 
ised by the Democratic League of 
Kosovo (DLK), the ethnic-Alba¬ 
nian party. 

Serbia, under President Slobo¬ 
dan Milosevic, who forcibly inte¬ 
grated the southern province of 
Kosovo into the republic, said the 
elections were illegal. 


Call for Eurofighter plan to be scrapped 


By Quentin Peel In Bonn 

MR Volker Ruhe, the German 
defence minister, yesterday pro¬ 
posed that the controversial 
European Fighter Aircraft (EFA) 
should be scrapped and replaced 
with a cheaper, lighter aircraft. 

His compromise plan to save 
money, and yet still provide jobs 
for the German aerospace indus¬ 
try and a European aircraft for 
the Luftwaffe, is likely to be put 
to the parties in the ruling coali¬ 
tion next week. 

The original plan for the coali¬ 
tion partners to decide for or 


against German participation in 
the multinational project yester¬ 
day was pat back until June 30. 

Chancellor Helmut Kohl is 
known to be concerned to reach a 
decision acceptable to Britain, 
Italy and Spain, the other partic¬ 
ipants, and to the Christian 
Social Union (C5U), the Bavaria- 
based conservative party which 
is his closest ally in the govern¬ 
ment 

The idea of a cheaper, lighter 
aircraft was first mooted in press 
reports yesterday. It was greeted 
sceptically by the industry which 
saw it as a political face-saving 


measure rather than a serious 
technical proposal 
Mr RQhe’s plan appears to use 
technology developed for the 
EFA, together with parts bought 
off-the-shelf from other aircraft 
manufacturers, in some sort of 
modular-assembly concept 
"We are talking about a new 
aircraft,” Mr Rfihe said before a 
meeting of the Christian Demo¬ 
crats (CDU) and CSU. 

"First there must be a decision 
to say no to production [of the 
EFA]. That will open the way to 
using the development costs in 
tiie 1990s for a different European 


Commission may cede some central powers 


Continued from Page 1 

dominant position within a single 
national market there should be 
more recourse to national courts, 
rather than directly to Brussels. 

As an alternative to EC legisla¬ 
tion. the paper says, the Commis¬ 
sion should consider encouraging 
private parties - such as 
employers and trades unions - 


or public authorities to regulate 
themselves. 

Where self-regulation is not 
appropriate, the Commission 
should confine itself to setting 
minimum EC-wide standards. 
This practice, which Brussels is 
already Increasingly using, 
allows member states to make 
further refinements in technical 
norms, provided these are "mutu¬ 


ally recognised”, or accepted 
throughout the EC. 

Mr Delors told EC foreign min¬ 
isters last Saturday that he saw a 
paradox between the way the 
Twelve were developing the sin¬ 
gle market on the basis of 
"mutual trust”, yet controlling 
the spending of EC structural aid 
in poorer, southern states, on the 
basis of "mutual mistrust”. 


aircraft that would be considera¬ 
bly cheaper”. 

A spokesman for Deutsche 
Aerospace, the Daimler-Benz sub¬ 
sidiary which has a 33 per cent 
stake in the EFA project, said 
that any new aircraft would 
mean virtually “going back to the 
drawing board”, even if it did 
seek to incorporate EFA technol¬ 
ogy. 

It would also have to be agreed 
with the other partners, he said. 
British Aerospace has a 33 per 
cent stake in the project, Italy’s 
Alenia 21 per cent and Spain's 
CASA 13 per cent 


Correction 


Sheikh Khalifa 

The Financial Times on Monday 
incorrectly identified a photo¬ 
graph of Sheikh Khalifa bin Sul- 
man bin Mohammed al-Khalifa, 
Bahrain’s labour and social 
affairs minister, as Sheikh Khal¬ 
ifa bin Sulman al-Khalifa, the 
prime minister. We apologise for 
the error. 



THE LEX COLUMN 

Mirror images 


Two points stand out from the Mirror 
Group Newspapers figures. First, the 
basin business is In relatively good 
shape, having posted a 12 per cent 
increase in operating profit before 
ygneptio ™* 1 ! items last year. Second, 
the company appears to have made a 
comprehensive effort to establish the 
extent of the damage incurred during 
the late Robert Maxwell's stewardship. 
That raises the question of what it is 
now worth, especially in the light of 
the expected re-listing next month. 

By some yardsticks, the answer 
might be: not very much. If anything 
at all. The extraordinary losses of 
£422m are not for short of the compa¬ 
ny's entire market value of SSOlm at 
the time it was suspended. Re ma ini ng 
shareholders’ funds of £436m are less 
than the £625m at which the newspa¬ 
per titles are still carried in the bal¬ 
ance sheet. But MGN's strength 
remains its cash generative capacity 
which is likely eventually to make it a 
bid target. 

One way of assessing its value is 
> thus to look at what MGN might be 
worth to a potential buyer. The 
starting point is twice turnover, or 
some £920m. From that must be 
deducted debt of £420m, as well as the 
net future additional pension fund 
commitment, dr some £!35m. Allowing 
for some further deductions, mostly 
related to extraordinary contingencies, 
that gives a rough market worth of 
£300m or 75p a share. 

Whether the price will settle at this 
level when trading resumes is another 
matter. There is no dividend; there is 
some residual uncertainty over possi¬ 
ble claims from Maxwell companies 
and financial institutions; and there is 
likely to be some distress selling by 
small investors when trading resumes. 
Last but not least, the calculation 
assumes a hefty bid premium in the 
short term. That may be premature as 
the administrator does not give mud i 
sign of being in a hurry to selL 

Germany 

It is beginning to look as though the 
German money supply will never shift 
in the right direction. The one glim¬ 
mer of hope in May’s annualised 
increase of 9 per cent was a small 
slowdown in the growth rate of bank 
credit to the private sector. Even so. it 
now looks inconceivable that money 
growth can slip back sufficiently over 
the next few months to justify easier 
rates. The latest money supply data 
thus tend to confirm earlier impres¬ 
sions that there will be no room for an 
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official German rate cut this year. 

One consequence may be that the 
recovery in the dollar which many for¬ 
eign exchange dealers expected for 
1992 may simply not occur. A weak US 
recovery and the presidential election 
will prevent short-term interest rates 
rising on- that side of the Atlantic. So 
the interest differential between the 
two countries will remain wide. As for 
Germany, there may be some lag in 
the impact of high interest rates, but 
for the time being the economy 
appears able to stand the strain. It is 
thus unlikely the Bundesbank will cut 
rates aggressively when it does start 
to relax. 

EC airlines 

Given the failure of earlier EC 
efforts to break up Europe’s airline 
cartel it is scarcely surprising that 
the latest liberalisation package has 
earned a sceptical response. With open 
skies now postponed until 1997 to 
accommodate more fearful member 
states, it is fair to assume that this 
week's agreement will have little 
immediate impact 

It would be silly, though, to belittle 
its long-term significance. For reasons 
that are hard to fathom, airlines 
arouse much the same sensitivity as 
national currencies; so much so that 
the prospect of full cabotage rights 
ever being accepted seemed Inconceiv¬ 
able until quite recently. The pressure 
for rationalisation, mergers and cost 
savings in Europe's fragmented air 
transport industry will now greatly 
intensify. Politicians will doubtless 
continue to drag their heels, but will 
ultimately have to accept a measure of 
global branding. 


For the moment, of course, the new 
freedoms will mean little, not least 
because the EC’s Infrastructure is in a 
mess. The problem of airport slots for 
newcomers has not been addressed m 
this week’s package', though it 
remains the subject of separate negoti¬ 
ation. The decentralised air traffic 
control system - a further block to 
extra capacity - is not likely to be 
improved much before 1995. These 
constraints, quite apart from their 
generally parlous financial condition, 
explain why airlines are unlikely to 
launch instant price wars. They wiD 
pres uma bly only do so when able to 
offset lower fares with bigger volumes. 

Wessex Water 

Wessex Water is in a happy position 
among water companies. Like Its 
larger peers, it Is striving to generate 
profits which cannot be touched by 
the regulator. Unlike Thames and Sev¬ 
ern Trent, Wessex is small enough 
that; if its unregulated businesses 
oblige, it has scope to increase divi¬ 
dends without offending its water Cus¬ 
tomers. 

Judging by yesterday’s annual 
results. Wessex is well on course. The 
five-month contribution from its joint 
venture with Waste Management was 
ph ead of expectations. It might make 
£4m this year, equivalent to 5 per emit 
of group pre-tax profits. By mid-de¬ 
cade, it could be making 10 times as 
much. In expanding. Wessex will 
struggle to replicate the favourable 
terms of the venture with Waste Man¬ 
agement There are plenty of small 
acquisitions available, but that 
approach will take longer than 
another large deal Shareholders are 
doubtless happy to stay on board 
regardless. 

Lasmo 

Judging by the 8 per cent fall in 
Lasmo shares yesterday, the market 
has no great faith in the viability of its 
planned US Dotation. The GPA deba¬ 
cle aside, it would be understandable 
if US institutions were reluctant to 
invest in assets already spumed by 
the oil industry. Assuming Lasmo 
goes ahead, it will doubtless have to 
do so at a much lower price than the 
originally indicated $20.50 per share. 
That will do further harm, to its 
stretched finances. Shareholders 
might thus be better served in the 
long run if the flotation is pulled. 
Either way, in the short term their 
dividend is more vulnerable than ever. 



7 fear that we may have an image 
problem, Barlow. Only six merchant 
have invited, me to Wimbledon.?’ 

Entertaining clients is fine, but understanding them is better. 

If you’d like to talk to a bank that’s concerned with the quality of sendee off the centre 
court as well as on it, call Iain Houston on 071-248 4000. 
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Ferranti Josses 
reduced to £39.6m 

Ferranti International, the electronics and 
defence/group which came close to collapse, 
following the 1989 discovery of huge fraud in 
its US subsidiary. International Signal and Con¬ 
trol, yesterday appeared to be back on course 
for recovery: It reported better-than-expected 
pr&ttax losses of £39.6m ($73.9m) In the year to 
March 31, compered with losses of £98.1m In 
the previous period. .Page 18 

Costain to sell Australian arm 

Costal n, the troubled UK construction, mining . 
and-property group iff seeking to raise more 
cash by selling a stake In Its profitable Austra¬ 
lian coal mining subsidiary. The subsidiary has 
been estimated to be worth £130m (S242mj. 
Pw.» 

SnaiPs pace protest 



Another blockade of Paris was attempted yes¬ 
terday — this time by French farmers wanting 
the government to overturn last month's EC 
farm policy reforms. However, the end result 
was tame; a sign of the diminishing power of 
the once-powerful farm lobby. But the govern¬ 
ment is stiff concerned by the wave of demon¬ 
strations which, particularly in the south-west, 
have fed to traffic being held up by slow-mov¬ 
ing tractors performing •operations escargots". 
Page 26 

Seoul safety net in tatters 

The index of the Seoul 
stock market has fallen 
more than 40 per cent in 
the pest three years and 
on Monday dosed at 
559. its lowest level In 
almost five years. But 
-the plunge would have 
!been even deeper if the 
South Korean govern¬ 
ment’s stock market sta¬ 
bilisation fund had not 
Intervened Now foe - 
fund's reserves, have .dwindled to.less than 
Wop 3pQbn 

effective hibreaking future falls. Back Page 

Price off Telegraph announced 

The price for the dotation of the Telegraph was 
set yesterday at 325p,-giving the newspaper, 
publisher a market value of £435£m ($812.3m). 

Page 25; Observer, Page 15 

H-P buys Tl minicomputer unit 

Hewlett-Packard, is to acquire Texas.Instru¬ 
ments' minicomputer business In a bid to 
expand its customer base in the commercial 
Unix minicomputer market Page 21 
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Renault and Volvo strengthen alliance 


By William Dawkins In Parts 

RENAULT, the French 
state-owned carmaker, and 
Volvo, Its Swedish partner, are to 
strengthen their alliance by pool¬ 
ing most of their car component 
purchasing and all their quality 
control activities. 

They have agreed to set up two 
Joint ventures in component buy¬ 
ing and quality control to “put 
together the respective resources 
of Renault and Volvo Car Corpo¬ 
ration so as to act as if the two 


groups were one company", Ren¬ 
ault said. 

This is one of the biggest steps 
in the Renault-Volvo alliance 
since they agreed to take cross- 
shareholdings in each others' 
parents and subsidiaries two 
years ago. 

But Renault said it was not a 
prelude to a full merger of the 
groups' car and truck making 
businesses. Shortly before retir¬ 
ing as chairman last month, Mr 
Raymond Levy said a merger was 
possible, but not the only way to 


increase cooperation with Volvo. 

The components’ move will 
boost the economies of scale 
already achieved by helping the 
partners to obtain bigger dis¬ 
counts from suppliers. They now 
buy 15 per cent of their compo¬ 
nents from common makers, 
through a purchasing committee 
set up in October 1990, and hope 
to lift that to 80 per cent shortly, 
said Renault . 

Renault spends FFrSObn 
($9.4bn) a year buying in compo¬ 
nents, representing 60 per cent of 


its manufacturing costs. TV) this 
can now be added Volvo’s 
FFrl4bn a year components bill 
If they reach their 80 per emit 
target they will pool FFrtil^bn 
of annnal spending. 

Before yesterday’s announce¬ 
ment Volvo estimated it would 

save SKr800m ($141m) annually 
in two to Sve years from joint 
component buying alone. Renault 
has not put a figure to its savings 
in this area, but estimates it has 
saved FFrlbn on its development 
bOl by using some Volvo engines. 


The venture an quality control 
aims to ensure the partners use 
common wwHihfe standards. 

Both operations will be based 
in Paris under management to be 
chosen on merit from either part¬ 
ner. They will be set up as Euro¬ 
pean economic interest group¬ 
ings, a streamlined structure set 
up under EC law to encourage 
cross-frontier alliances. Neither 
activity will apply to the part¬ 
ners’ track making divisions, 
which have fewer suppliers in 
common, said Renault 


O&Y plans to sell some US office property 


By Bernard Simon In Toronto 

OLYMPIA & YORK plans to sell 
about a dozen of its US office 
buildings and concentrate in 
future on high-quality properties 
in a limited number of cities. 

The disposals, as well as 
restructuring of some debt and 
new loans, are required to keep 
the developer’s US operations 
outside the court protection 
granted last month to its busi¬ 
nesses in Canada and the UK. 

The extent of new borrowings 


is likely to depend on O&Y’s suc¬ 
cess in attracting tenants to its 
buildings. The extra money is 
required for refurbishing to meet 
new tenants’ needs, and for bro¬ 
kers' commissions. The advances 
would be secured by the leases. 

Mr John Zuccotti, who heads 
O&Y’s US operations, is under¬ 
stood to have told lenders that 
the company intends to retain its 
fla gship buildings, notably the 
World Financial Centre in lower 
Manhattan, as well as properties 
in Boston and Los Angeles. 


Properties to be disposed of 
represent about a third of O&Y’s 
29m sq ft of office space in the 
US. They include 55 Water Street 
in Manhattan, the world's biggest 
office building. 

Meanwhile, O&Y and its lend¬ 
ers in Canada have postponed 
court hearings due to start today 
on applications by several groups 
of lenders to “carve-out" individ¬ 
ual buildings from last month’s 
order freezing O&Y’s debt obliga¬ 
tions. The lenders, which include 
some European institutions, con¬ 


tend that they lent to single-pur¬ 
pose companies without recourse 
to O&Y. The company says it 
needs to keep all creditors at bay 
if it Is to succeed in restructuring 
its C$13J>bn (USglibn) debt 

Fears have been expressed that 
a court order confirming O&Y’s 
actions might undermine what 
hats become one of the most popu¬ 
lar forms of property financing in 
North America. 

Mr Justice Robert Blair of the 
Ontario court of justice will hear 
other motions today from credi- 


UK newspaper chairman reports 
£50m pre-tax profits but £42 lm 
extraordinary losses for last year 

MGN hit by 

‘fraudulent 

collusion’ 
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tors seeking to protect their 
interests. 

At a meeting in Toronto today, 
one of the Canary Wharf admin¬ 
istrators is due to outline initial 
proposals for the future of the 
project in London’s Docklands. 

Mr Nigel Hamilton of Ernst & 
Young, the accountancy firm, ha^ 
flown to Canada to meet repre¬ 
sentatives of the II banks which 
lent £50Qm (3930m) for the con¬ 
struction of Canary Wharf. 
Contractors -consider action. 
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By Raymond Snoddy in London 

MIRROR Group Newspapers lost 
urilMonsr of pounds because of 
"fraudulent collusion" by a group 
of senior individuals, Sr Robert 
Clark, chairman of the UK news¬ 
paper group, said yesterday. 

The statement came as Sir Rob¬ 
ert was setting out for sharehold¬ 
ers for the first time the story of 
what had happened since the flo¬ 
tation of the company in May 
.1991, the death of Robert Maxwell 
in November and the rapid col¬ 
lapse of the Maxwell empire. 

. . MGN, the main titles of which 
are. the Daily Mirror, Sunday Mir¬ 
ror and the People, incurred an 
attributable loss of £388.2m 
(3724.1m) in 1991. Its pre-tax 
profit was £50.1m, but there were 
extraordinary losses of £42L5m. 

. Sir Robert drtailed at least 28 
“unusual" . payments of more 
than Elm each last year from the 
group’s bank accounts. The effect, 
appeared to have been to benefit 
companies unde r the control of 
Robert Maxwell at the expense of 
MGN and its pension funds. 

. The board accepted that there 
were weaknesses in MOTs inter¬ 
nal controls, Sir Robert said. 
“However, no system of internal 
control can protect a company 
against fraudulent collusion. 

“Ultimately the losses sus¬ 
tained by MGN can be attributed 
to collusion by a group of senior 
individuals, directors and officers 
who acted fraudulently and-In 
secrecy. At the time the directors 
did not have firm evidence to 
doubt the honesty of those indi¬ 
viduals.” 

Asked: to whom he was refer-, 
ring, Sir Robert said he could not 
go further for legal reasons. 

The chairman’s 96-page review 
and accounts for the year to 
December 29 say nine of the 28 
unusual payments - not neces¬ 
sarily illegal - which together 
totalled £180m, were authorised 
by Robert Maxwell alone, with 
the others being authorised by 
more than, one person. 


“The persons involved were 
primarily Kevin Maxwell, who 
was not then a director of the 
company [MGN],. Ian Maxwell 
and Michael Stoney," Sir Robert 
said in his review. Mr Michael 
Stoney was deputy managing 
director (finance) of MGN until 
December. 

The unusual transactions 
included a £50m loan from Bank¬ 
ers Trust for MGN which never 
came to the company but appears 
to have been used to pay off 
another Maxwell group debt to 
the US bank. 

Sir Robert said the extraordi¬ 
nary loss of £42L5m was princi¬ 
pally caused by the misappropria¬ 
tion of assets from MGN and its 
pension funds and the insolvency 
of Maxwell-controlled companies. 
The largest single item is an esti¬ 
mated pension fund deficit 
which the company haw agreed to 
put right over the next 14 years. 

In contrast with the enormous 
losses, Sir Robert said MGN was 
trading strongly and Increasing 
its share of circulation in the 
popular newspaper market 

The announcement of the 
results and Monday’s finalisation 
of a £26Gm financing package by 
a group of seven banks, led by 
National Westminster and Mid¬ 
land and including Bankers 
Trust, are essential steps on the 
way to the sale of MGN. 

Just over 54 per cent of the 
company is held by the Maxwell 
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MGN 

Sharwhokfers’ funds 

Pro forma 
ton) 

Shareholders* funds 


at start of 1991 year 

841.9 

Earnings on 


ordinary activities 

33.3 

Extraordinary Hems 

(421.5) 

Other Items 

(17.4) 

Shareholders’ funds 


at im year-end 

43&3 

Net borrowings * 

398.4 

Gearing 

913% 


private interests which are in 
administration. Because the Max¬ 
well shares were pledged to sup¬ 
port bank loans the stake is effec¬ 
tively owned by a group of banks. 

All the signs are that Arthur 
Andersen, the administrator, and 
the banks want to wait until all 
uncertainties are removed before 
selling the company. 

At least nine groups are 
believed to have lodged an inter¬ 
est In MGN with Arthur Ander¬ 
sen. They are likely to include Sir 
Peter Parker, former chairman of 
British Rail (representing a man¬ 
agement buy-out team), Mr Tony 
O’Reilly, chairman of US food 
group J-Heinz and of Independent 
Newspapers in Dublin, and Mr 
Conrad Black, chairman of the 
Daffy Telegraph. 

The start of the race to buy the 
group was marked yesterday by 
the directors of MGN malting a 
resolute public display of sweep¬ 
ing up the mess left behind by 
Robert Maxwell. 

As Sir Robert said with a touch 
of understatement: “Recent 
months have been extremely dif¬ 
ficult and unsettling for the MGN 
group and without precedent. 

“Despite the terrible blows 
which were inflicted on the group 
and despite the major disruptions 
we have had a very encouraging 
trading performance.” 

In contrast to the extraordi¬ 
nary items, Sir Robert announced 
that trading level profits of MGN 
in 1961 had risen by 1L9 per cent 
to £91m and that margins were 
approaching 20 per cent 

Pre-tax profits fell by 39 per 
cent because of the costs associ¬ 
ated with closing The Racing , 
Times In the US, lower income , 
from Donohue, a Canadian asso¬ 


ciate in the papa- and pulp busi¬ 
ness, and the non-recurrence of 
the previous year's £15.5m pen¬ 
sion surplus. 

Shareholders’ funds at the start 
of the year on a pro forma basis 
were £84L9m and had dropped to 
£43&3m by the year-end. Balance 
sheet gearing increased from 9L3 
per cent at the year-end to 9&2 
per cent on May 15. 

The audit report to the finan¬ 
cial statements qualifies the 
accounts for some of the contin¬ 


gent liabilities because of the 
association with other Maxwell- 
controlled companies and adjust¬ 
ments that might occur because 
of pension fund obligations. 

Coopers & Lybrand is to be 
replaced as MGN*s auditor by 
Price Waterhouse at the compa¬ 
ny's annual meeting on July 16. 
A relisting of MGN shares, 
suspended since December, Is 
also likely to follow the meeting. 
Report details, Page 8 
Lex, Page 16 


Nestle 
moves to 
ease EC 
bid worries 

By Andrew HHI In Brussels and 
Alice Rawsthom bi Paris 

NESTLE, the Swiss food group. Is 
believed to be negotiating with 
the European Commission about 
selling some of its mineral water 
brands, in an attempt to per¬ 
suade Brussels to clear its 
FFrl5-46bn (f2.9bn) bid for Per¬ 
rier, the French mineral water. 

The commission's concerns 
about the bid centre on the pro¬ 
spective shares of the French 
mineral water market owned by 
Nestld and BSN, the French food 
group. BSN sided with its Swiss 
competitor during the Perrier 
bid in return for an agreement 
that it conld buy Volvic mineral 
water if the bid succeeded. 

It appears the Volvic deal may 
not be enough to convince Sfr 
Leon Britton, the EC co m pe titi on 
commissioner, there will he no 
distortion of the French market. 
The bid was technically 
suspended in February, although 
the public offer for Perrier 
shares was allowed to go ahead. 

The commission has to wmim a 
decision by the end of July and 
Sir Leon is likely to pass his 
recommendations for action to a 
consultative committee of 
national experts at the beginning 
of the month. 

Three weeks ago, Nestle 
revealed tint the commission’s 
merger task force still had “seri¬ 
ous doubts” about the potential 
duopoly between BSN and Nes¬ 
tle. Unlike previous competition 
cases involving French compa¬ 
nies, however, the Nestle merger 
Jus not stirred up any political 
storms in Paris or Brussels. 

Nestle has claimed that, if 
allowed to take control of Per¬ 
rier, which owns other waters as 
well as Volvic and tin fla g shi p 
brand. Us share of the French 
market would rise from 15.6 per 
cent to 36A per cent 

Meanwhile, BSN would see its 
share increase from 20.2 per cent 
to <HL9 per cent after the addi¬ 
tion of Volvic. Volvic apart, the 
other Perrier-owned waters In 
the French market include Con¬ 
trast, Vichy, Saint Lambert and 
Plancoet. 

Some of these products pro¬ 
duce substantial turnover. Con- 
trex, for instance, made esti¬ 
mated sales In France of 
FFrlJShn In 1990, according to 
Rnskilda, the stockbrokers. 

This was higher than Volvic 
with sales of FFH.lSbn or Per¬ 
rier Itself, which was still recov¬ 
ering from the benzene scare and 
mustered turnover of Just 
FFrLIIbn in its domestic mar¬ 
ket 
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French government names Bull chief 


By WIRiam Dawkins ki Parts 

THE French cabinet is expected 
to decide today on the fate of the 
chairmen of leading state-owned 
companies, as their three-year 
mandates come up for review. 

Few of the chairmen are expec¬ 
ted to lose their jobs, with the 
notable exception of the change 
of chairmanship at Bull, the 
heavily loss-making computer 
group, announced on Monday.. 

The government announced 
yesterday that Mr Bernanl 
Pache, chairman of Charbon- 
nages .de France, would succeed 
Mr Francis Lorentz as Bull’s 
chi ef. The government wants to 
ensure management continuity 
where possible. It needs to avoid 
worrying other shareholders at a 
time when it is selling minority 
stakes in state companies to fund 
its employment policies and 


when many government-con¬ 
trolled groups are forging alli¬ 
ances with foreign partners. 

Mr Alain Gomez, chairman 
since 1982 of Thomson, the dvil 
and defence electronics group, 
was yesterday proposed for re-se¬ 
lection by his board, putting an 
end to recent speculation over, 
his future. 

During his tenure, Mr Gomez 
has concentrated Thomson from 
23 disparate activities on to three 
core businesses: drfence systems, 
home audiovisual products, and 
semiconductors. He has also 
launched a series of ambitious 
international acquisitions. 

Thomson is attempting to take 
over the missiles division of LTV, 
the US steel and Industrial gronp, 
against intense political resis¬ 
tance in the US. 

Confirmation of Mr Gomez’s 

reappointment by today's catenet 


meeting should be automatic, 
making him one of the longest- 
servmg state industry chiefs and 
one of the few to keep his job 
since the round of nationalisa¬ 
tions 10 years ago. 

The government is also expec¬ 
ted to reappoint: 

• Mr Lolk le Floch-Prigent, 
chairman of Elf-Aquitaine. 

• Mr Jean Gan dots, chairman of 
Pechlney, the aluminium and 
jackaging group. 

• Mr Bernard AttaE, chairman 
of Air France, who has already 
been pr op osed by his board. 

Other nominations expected 
tomorrow include the top jobs at 
the banks Credit Lyonnais, 
Banque Hervet, Compagnie 
Elnandjfere du CIC, Union Euro- 
p€ene and Sodete Marseillaise de 
Grddit 

Boll’s new chief, Page 18; 
Observer, Page 15 




the Tbsbiba Cambridge Research Centre will take you into 
JLPIM. tbe future. With a quantum leap. 

Exploring tbe world of atoms, the Research Centre has 
started down the road to discovering new ways in which semi¬ 
conductors will take us to the edge of tbe coming century. 

It is just one way Toshiba semiconductor technology is 
helping people keep their goals on course. With no dead ends 
in sight _ 
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Ferranti poised for recovery 
as losses decline to £39.6m 


By Angus Foster In London 

FERRANTI International, the 
electronics and defence group 
which came close to collapse 
following the discovery in 1969 
of a large fraud in its US 
subsidiary. International Sig¬ 
nal and Control, yesterday 
appeared to be bach on course 
for recovery. 

The company announced less 
severe losses t han expected 
and said three “life threaten¬ 
ing 1 ' litigation claims against a 
problem US subsidiary, F1CC, 
had been settled. Ferranti’s 
shares jumped 17 per cent in 
response, from 8.75p to 10.25p. 

Ferranti reported pre-tax 
losses of £39.6m ($73.26m) in 
the year to March 31, compared 
with lasses of £38. 1 m in the 
previous period. The losses 
included £6.6m from discontin- 
ued businesses anil exceptional 
costs of £l&9m from rationalis¬ 


ations and fixed asset write- 


Mr Eugene Anderson, chair¬ 
man since 1990, said Ferranti's 
markets remained tough, espe¬ 
cially given ihe downturn in 
defence spending. 

“We’re getting dose to {prof¬ 
its] but the key is winning 
more business," he said. 

A disposal programme, 
which included the sale of its 
missile business to GEC, is 
continuing. Employee numbers 
fell to just over 5,000 at the 
start of this month, compared 
with about 27,000 in 1988. 

Disposals raised £69&n and 
net borrowings fell from 
£94An to £6&5m. But gearing 
remains close to 100 per cent 
and further disposals are due 
thin year. 

Turnover fen nearly a quar¬ 
to to £362.6m while turnover 
on continuing business was 
down about 17 per emit How¬ 


ever, the company won 
£249.4m of new business in the 
defence and civil sectors and 
the order book at the end of 
the year was £272Jm. 

Litigation stemming from 
the fraud, which Ferranti esti¬ 
mates cost the company more 
than £60Qm, is continuing. Mr 
James Guerin, former chair¬ 
man of ISC, was jailed for 15 
years earlier this month, Fer¬ 
ranti has recovered $L2m froih 
proceedings involving another 
ISC employee. 

About £41.1m of losses 
related to the fraud have so far 
been recovered. Of the total, 
£4Qm was paid by Peat Mar- 
wit*, auditor to ISC. 

There was a loss per share of 
4p, compared with an lL5p loss 
a year ago. No dividend is rec¬ 
ommended. Extraordinary 
losses of £6.6m on the closure 
of businesses took losses for 
the year to £44.lm. 


Giat turns in FFr400m deficit 


By WlUlem Dawkins 

GIAT Industries, the French 
state-owned a rmame nts maker, 
yesterday revealed a 1991 loss 
of FFr4Q0m ($75£m) and said it 
would have to shed 2,000 of its 
17,000 jobs to adjust to reduced 
defence spending. 

The loss compares with a 
FFrtOOm deficit in 1990 and is 
the first time the formerly 
secretive Giat has published its 
results. It was transformed two 
years ago from a defence min¬ 
istry agency Into a semi-auton¬ 
omous state-owned company. 

The defence industry faced 


“severe rationalisation” and 
job losses would accelerate, 
said Mr Pierre Chiquet, chair¬ 
man. He warned that the out¬ 
look for the group this year 
was more difficult than in 1991, 
but maintained that Giat 
would still hit its target of 
breaking even in 1993. 

The group, which manufac- 
turea the Leclerc battle tank, 
has been attempting to boost 
exports to soften the impact of 
the downturn. Officials said 
Giat was hoping to sell the 
Leclerc in Sweden, Saudi 
Arabia and the United Arab 
Bnirates. The French army is 


expected to buy 800 tanks. 

Gist's reduced losses were 
made on turnover up from 
FFrIUbn to FFrll.3bn over the 
same period. However, the 
sales increase mostly reflects 
the first-time inclusion of FN 
Herstahl, the Belgian arms 
maker bought at the end of 
1990, and Manurhill and 
Luchaire, two French amimmi. 
turns groups. 

Giat does not plan to dose 
any plants, but would reduce 
their size while diversifying 
Into civil markets. The job 
losses would come through vol¬ 
untary retirement 


Repola operating profit higher 


By Robert Taylor 
In Stockholm 

REPOLA, Finland’s largest 
industrial group, yesterday 
reported a loss (after financial 
items) of FMU8m («27.7m> for 
the first four months of the 
year, compared with a FM206m 
loss in the same period of 
199L 

Operating profit rose to 
FM478m from FM311, for the 
same period of last year, with 


the group’s three industrial 
groups - palp and paper, 
plastic packaging and metal 
and engineering products - 
showing improvement 
Operating profit for the 
United Paper Mills forestry 
arm rose to FM421m from 
FM230m a year earlier, while 
the group made a strong 
recovery in metals and 
engineering, posting a FM48m 
profit compared with a FM55m 


The improvement was due to 
a number of factors, including 
cost-cutting, tiie elimination of 
unprofitable operations, the 
devaluation of the Finnish 
mprirks last November and the 
recovery of demand far certain 
products. 

Consolidated sales rose 22 
per cent to FM8.46bn from 
FMBJ&bn a year earlierr 
group’s equity-to-assets ratio at 
tiie mid of April was 275 per 
cent, against 28 per cent 


First-half 
shortfall at 
Airtours 
reduced 


By Richard Gourtsy 
In London ‘ 

AIRTOURS, ' the 1 UK’s 
thinHargest package koHdwy 
company, yesterday reported 
reduced first-half losses after a 
sharp rise in sales during 
winter. - 

Mr. David [ Crossland, 
chairman, said the summer 
holiday market as a whole for 
the year to May had increased 
20 per cent, the first growth in 
two yean, and that the winter 
market had also grown - by 
8.3 per cent in the year to 
end-March - for the first time 
since the 1988-18® season. 

Holiday bookings at 
Airtours in April and May 
were higher than In the same 
i period last year, but the . first 
| two weeks of June had been 
weak with volumes 
maintained but at the expense 
of lower margins. 

Airtours* summer bookings 
were 81 per cent ahead of last 
year following a 30 per cent 
Increase in the number of 
holidays on * 

Mr Cro8sland said Airtours 
had totem a large slice of tiie 
market left when Mr Harry 
Goodman's International 
Leisure Group collapsed last 
year. 

The company remained as 
dependent as ever on margins 
that could be attainable in the 
late booking maiket, he said. 

The results suggested that in 
spite of the recession, holidays 
were among. the last 
non-essential costs to be cot. 

In the six iwn«Hia to the «md of 
March, Airtours Increased the 
number of passengers carried 
by 77 per cent and its sates by 
83 par cent to £10155m. ■ 

UK holiday companies 
traditionally make losses in 
the first half as they prepay 
certain of their summer season 
costs. But, in spite of the jump 
in sales, Airtours cat its losses 
to £&59m from £&2lm. 

This loss included for the I 
first time a s e asonal loss on its 1 
< leased aircraft fleet and £l.lm 
in start-up costs on the I 
introduction of three aircraft 
. The company will pay a 
QJUSp dividend, up 10 per emit | 
on last year', while the loss per | 
share fell to 4£9p. 


Spain refuses to aid KIO flagship 


By Tom Burns In Madrid 

THE KUWAIT Investment 
Office (KIO) and the Spanish 
government were beading for a 
confrontation last night after 
tiie state refused to come to the 
aid of Ercros, B30’s troubled 
industrial fla gship in Spain. 

Ercros, the country’s biggest 
chemicals company, is facing a 
severe financial crisis. Mr Jose 
Redo, Ercros’s chairman of 
just three weeks, resigned on 
Monday, triggering a suspen¬ 
sion of trading in the group's 
stock. The resignation came 
after a failure to secure agree¬ 
ment from KIO or the govern¬ 
ment an b ailing the group out 
of its $390m consolidated debt. 

KIO’s new London-based 
management is understood to 


have told the Spanish Finance 
Ministry lad week that it was 
prepared to allow Ercros to go 
bankrupt if Madrid did not 
Tiaip it out with new funding. 
At that meeting, the govern¬ 
ment replied it would not m a ke 
anymore money available to 
Ercros unless KIO responded 
in kind. 

“Ercros is a private company 
and it is not our business to 
bnfl it out,” said the Industry 
Ministry, which in the past 
three years has channeled up 
to PtalSbn ($ 182 . 7 m) of subsi¬ 
dies to Ercros - mainly to 
shore up its loss-making fertil¬ 
iser operations. 

At tiie state-controlled Banco 
Exterior, Ercros’s biggest credi¬ 
tor, an official said the bank 
had Pta20bn in outstanding 


loans to Ercros and would not 
initiate any negotiations if KIO 
or the government did not 
move first 

Ercros would be the biggest 
corporate collapse in Spain for 
nearly a decade. Group torn- 
over last year totalled $2.3hn. 
and It reported losses of 
Ptal6.4bn. It employs 10,500 
peqple in the chemicals, fertil¬ 
iser, mining and explosives. 

Its predicament - caused 
largely by weak fertiliser 
prices - is an embarr a ss in g set- 
bat* for KIO in Spain. In the 
last few weeks it has tried to 
reassure Madrid that it intends 
to stay in Spain as a long-term 
industrial investor. KZO’s 
industrial assets in Spain, built 
up over the last 10 years, are 
worth up to $7bn. 


Mr Jose Redo, who took over 
as Ercros chairman at the 
begining of the month, 
resigned after foiling to secure 
a Pta25bn capital injection by 
KIO, which owns some 40 per 
cent of Ercros through Torres, 
its Spanish investment arm. 

Mr Redo, a senior banker, 
was hired to smooth out differ¬ 
ences between KIO and Madrid 
over funding Ercros, which is 
also negotiating a joint fertil¬ 
iser venture with Freeport 
MacMaRon of the US. He 
appears to have decided to 
leave Ercros before being 
drawn into a messy collapse. 

A Freeport joint venture, 
dependent on new money 
being pumped into Ercros by 
KIO or Madrid, looks increas¬ 
ingly unlikely. 


Pache set to be confirmed as Bull chairman 


MR BERNARD Pache, head of 
ChartKxmages de France, the French coal 
board, is today due to be confirmed as 
chairman of Bun, the state-owned com¬ 
puter maker, writes William Dawkins. He 
will succeed Mr Frauds Lorentz 
Mr Pache, 57, has no computer industry 
qualifications, in contrast with Mr Lor- 
entz, who had been manag in g director of 
Bull for seven years before becoming 
chairman in 1989. But officials argue that 
tiie appointment is no more """"“i than 
the choice of Mr John Scnlley, the former 
Pepst-Cola president, who tods the top job 


at Apple, tiie US computer group, nine 
years ago. 

The . new Bull chairman has spent most 
of his life in state industry. He trained at 
tiie Ecole Polytechnique, the elite public- 
service college, and started M s car eer js 
an adviser to the industry minister. He 
joined Pechiney, the aluminium group, in 
1966 and became chairman of the state- 
owned company in 198S. He was removed 
a year later by the Incoming Gaullist gov¬ 
ernment to make way for Mr Jean Gan- 
dols, Pechiney’8 current chairman. 

Since then, Mr Pache has performed a 


low profile but demanding job in manag¬ 
ing the run-down of the French coal 
industry, which has been unable to com¬ 
pete qgatost che^ imports from North 
America, Australia and Germany. 

He has reduced the coal workforce by 
more than half from 48,000 to 20,000 oyer 
the past six years, setting up job-creation 
and retraining schemes to compensate. 
His ability to wield the axe without creat¬ 
ing strife appears to have won the gov¬ 
ernment's admiration and could be useful 
at Bull, which is in the middle of its own 
three-year restructuring programme. 


Nordbanken control unveiled 


By Robert Taylor' 

THE Swedish government 
announced yesterday the cre¬ 
ation of a new state company 
which will control all the 
shares of Nordbanken, the ail¬ 
ing commercial bank from Sep¬ 
tember L The state was forced 
to intervene and tofcg over the 
back last month In the face of 
its Increasing financial prob¬ 
lems caused by bad debt losses. 

The Ministry of Finance w ild 
yesterday the new company, 
Venantius, had purchased so 
far 135 per cent of the 22.7 per 
cent of remaining equity and 
voting shares in Nordbanken 
from a number of its larger 
shareholders, including Nobel 
Industries, for SKr 2 l per share. 
The remaining 775 per cent of 
equity in Nordbanken' ts 
already owned by the state. 

A prospectus setting out the 


terms of the hid is to be pub¬ 
lished at the end of next 
month. 

The Swedish parliament two 
weeks ago agreed to the 
SKr20bn ($353 bn) rescue plan 
for Nordbanken to save it from 
possible financial collapse. It 
was th«»n authorised that a lim¬ 
ited company made up of five 
nffirb ii« from the Ministry of 
Finance shmiid administer the 
shares. 

In the first quarter, the bank 
made a SKrLSTbn d e fi cit anfl it 
expects a credit loss of between 
SKr6bn and SKrSbn for the foil 
year. 

• Standard and Poor’s, the US 
credit rating company, yester¬ 
day placed Skandinavfoka 
Enskilda Banken, Sweden’s 
largest commercial bank, on 
credit watch with negative 
imp lications, it said that the 
action reflected “tiie continu¬ 


ing sharp deterioration of the 
bank’s asset quality, together 
with the increased pressure on 
earnings cause by the rapid 
build-up of non-performing 
loans." 

• Norway’s Banking Associa¬ 
tion said yesterday that the 
country’s troubled banks could 
begin to show a small profit 
next year after seven years of 
losses as long as there were no 
more setbacks. It estimated 
that while this year Norway’s 
banks will lose NKr9bn 
(SL46bn) in credit losses that 
will fen to NKrSbn by 1995. 

It believes there will be an 
increase in Income and higher 
charges on customers. But the 
association added that the 
weakness of the hanks would 
make It difficult for them to 
help in a revival of the Norwe¬ 
gian economy. 


ABN Amro 
close to sale 
of travel arm 

ABN Amro, the Netherlands' 
biggest bank, is close to reach¬ 
ing a deal to sell its domestic 
travel agency business to Hol¬ 
land International, the coun¬ 
try’s biggest travel group. Hol¬ 
land International is 80 per 
cent owned by Kaafbof, the 
German retailer, writes Ronald 
van de KroL 

The bank's travel business 
generates annual turnover of 
over FI 100m ($565m) and com¬ 
prises five travel agencies and 
a business travel bureau. ABN 
Amro said in March it planned 
to sell the travel business. 

Its German majority share¬ 
holder, Holland International 
is partly-owned by the Dutch 
railway, KLM Royal Dutch Air¬ 
lines and the NedUoyd trans¬ 
port group. 


Strong gains 
in quality growth 
and earnings 


m KREDIETB ANK 




As in previous years, Hessoche Landes* 
bank considerably expanded its busi¬ 
ness activities and posted a substantial 
increase in profitability in 1991. 

The balance sheet total rose by 55% to 
DM 875 billion, and business volume 
advanced 6.0% to DM 895 billion. 
Lending to customers, which grew by 
14.7%, contributed decisively to this 
growth. 

Net interest income surged 16.6% to 
DM 614 million, while total costs in¬ 
creased by only L4%. The bank boosted 
its partial operating results, Le. net 
interest and commission income less 
operating expenses, by 56.9% to 
DM 255 million. 

Hefctba was in a position to allocate 
DM 60 million to the revenue reserves 
and, as in past years, to pay a net 
dividend of 5 %. Including unchanged 
share capital of DM 530 million, the 
bank's total capital and reserves now 
amount to DM 1,771 million. 


Financial Highlights 


Business volume 


Balance sheet total 


Tbtal credit volume 


Customer loans 


Partial operating results 
Capital and reserves 


Distributable income 


(in DM million) 


84,446 

82^95 

60,762 

35,125 


89,477 

87,210 


66333 


40,290 
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• PRONOUNCED GROWTH IN PROFIT • 
REINFORCED SOLIDITY • HIGHER DIVIDEND • 


Net profit up by 21.4% 


Consolidated profit for the financial 
year rose from BEF 6105 million to 
BEF7 413 million or by 21.4%, 
exclusive of BEF 333 million worth of 
realized gains transferred directly to 
the Exempted Reserve. The return on 
stockholders’ equity (consolidated) 
was 12.1 %, as against 11.5% for the 
previous financial year. Non-con- 
solldated profit went up from 
BEF 5 265 million to BEF 6 162 
million or by 17%. These results were 
achieved in a year of difficult economic 
circumstances and without the 
Kredietbank’s strict policy in respect 
of setting aside provisions being 
departed from in arty way. 


Balance sheet total up by 11.6% 

Despite increasing competition both 
at home and abroad, foe Kredietbank 
proved able to maintain or even 
improve its market share in most Reids 
of activity during foe past financial 
year, fields such as lending and 
customers’ deposits. The consoli¬ 
dated balance sheet total rose to 
BEF 2 140 billion, up by BEF 222 
billion or 11.6% on foe previous 
financial year. The non-consolldated 
balance sheet total increased by 11.9% 
to reach BEF 1 754 billion. 


A dividend increase of 7.6% 

The number of Kredietbank shares 
rose during the course of the financial 
year from 13.1 million to 14.1 million. 


On a non-consolldated basis, net 
earnings per share entitled to divi¬ 
dend amounted to BEF 436, as against 
BEF 402 for the previous financial 
year. Given the favourable trend of 
results, the Board of Directors fs to 
propose to the General Meeting that a 
net dividend of BEF 183 be paid out 
a rise of 7.6%. 


Reinforced solidity _ 

If the proposed appropriation of profit 
is approved by the General Meeting, 
capital resources (i.e. capital and re¬ 
serves plus outstanding subordinated 
loans) will amount to BEF 111931 
million on a consolidated basis, com¬ 
pared with BEF 92 339 million as at 
the end of March 1991. up BEF 19.6 
biltion or 21.2%; on a non-consoli¬ 
dated basis, they will amount to 
BEF 97 449 million, an increase of 
21.9%. The consolidated risk-asset 
ratio came to 10.9% (*), whereby foe 
Krecfietbank for exceeds Belgian and 
international norms for stockholders’ 
equity, putting it among foe most sol¬ 
vent of European medium-sized and 
large credit institutions. 


Excellent credit ratim 


The Kredtefoank has received excetent 
credit ratings from the Internationally 
recognized rating agencies: A/B2 from 
BOA, Aa2 from Moody’s and A+ from 
Standard and Poor's. These ratings 
confirm the soundness of the bank as 
regards protitabtty and solvency at both 
national and fotemationai levels. 


Key figures consolidated 
In billions of BEF 


31 

March 

Capital 

resources 

Customers' 

deposits 

Crodi 

Businesses + priv. 
pers. + for. aovem. 

it 

Belgian 
public sector 

Profit for foe 
financial year 

Balance 
sheet total 

1992 

111.9 

1 117.1 

875.2 

412.9 

7.413 

2 140.0 

1991 

92.3 

1 032.5 

810.0 

417.9 

6.105 

1917.5 

1990 

84.3 

9045 

707.8 

374.5 

5.140 

1689.9 

198 9 

73 A 

830.7 

608.5 

383.8 

4.962 

1550.4 

1988 

62.0 

718.2 

480.1 

389.7 

4.270 

1359.7 


Tiie Kredietbank at the service of 
its customers, both at home and 

abroad __ 

• with more than 750 branches in 
Flanders and Brussels, including a 
number of corporate branches and 
advice centres for “high net worth" 
clients; 

• with its own branches abroad (in 
London, New York, Hong Kong, 
Roubaix); 

• via its subsidiaries in WaJ Ionia (Cre¬ 
dit G6n6raJ SA de Banque), the 
Netherlands (Kredietbank (Neder¬ 
land) NV), Germany (Kredietbank- 
Bankverein AG) and Ireland (Irish 
Intercontinental Bank Ltd.); 

• via a network of representative of¬ 
fices in Melbourne, Berlin, Tehran, 
Pretoria, Tokyo, Madrid, Taipei, 
Bangkok, Moscow, Atlanta, Los 
Angeles, Paris and Manchester 

• via approximately2 200 correspon¬ 
dent banks; 

• via affiliated companies of the 
AlmaniJ-Kredietbank Group (in 
Luxemburg and Switzerland, 
among others). 


(‘) Calculated on the basis of the new 
Belgian regulatory provisions con¬ 
cerning stockholders’ equity, that 
within the framework of European 
regulation, will take effect from 
1 January 1993. 


In BEF _ 

Data per share 
"Net Net 

dividend eamlnps 

183 525 

170 466 

161 395 

1.46 415 

127_ 359 
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A better understanding 
of derivatives often leads to an 


enhanced investment yield. 


Today, sophisticated investors are using derivatives to 
enhance returns in a variety of ways. By hedging down¬ 
side risk. By combining risk protection with upside 
potential. By making tactical adjustments without having 
to buy or sell securities. You can swap bond coupons for 
equity dividends. You can diversify into forei gn markets. 
Even hedges can be hedged. But to reap the full benefit 
of today’s complex and changing derivative products, 
you should tu rn to a firm that 
offers objective analysis, in-depth 
market knowledge, technical 
expertise, capital strength. These 
are the qualities that have made 
J.E Morgan a global leader in the 
full range of derivative products. 


Managing an investment portfolio can be time-consuming and labor intensive. 
Derivatives don’t transform the basic task, but they can make the process tangibly 
more productive. 
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BMW has target 
of 70,000 cars a 
year at US plant 


By Andrew Fisher hn Munich 


BMW, the German luxury car 
manufacturer, will invest an 
initial $400m at its planned VS 
plant until production starts 
up in about three years' time, 
Mr Eberhard von Kuenheim, 
the chief executive, said yester¬ 
day. 

At Gist, output will be small, 
consisting of cars built mainly 
from parts imported from Ger¬ 
many. But he said BMW aimed 
at annual production of up to 
70,000 cars a year by the year 
2000. 

He was speaking at a press 
conference to announce the 
plant, the first to be set up 
abroad by a German luxury 
carmaker. He confirmed that it 
wonld be In the Green- 
vJKe/Spartanburg area of South 
Carolina, as reported this 
week. 

Noting that the US was the 
world's biggest car market, he 
said: “We have to maintain, 
secure, and build up the posi¬ 
tion we have achieved in the 
American market. This is 
becoming increasingly difficult 
to do from Germany.” 

Production costs in the US 
were about 30 per cent less 
than in Germany, he said. "We 
are too expensive In Ger¬ 
many.” By the end of the cen¬ 
tury, the plant should employ 
some 2,000 people, with a simi¬ 
lar number working for sup¬ 
plier companies in the area. 


BMW’s decision, which will 
also make it the only German 
car company with a US plant 
after Volkswagen's plant clo¬ 
sure there in 1988. comes after 
a series of setbacks in the US 
for German manufacturers. 

Sales of German models have 
been hit by US recession, fluc¬ 
tuations in the dollar, and the 
luxury goods tax. Mr von 
Kuenheim said 84 per cent of 
the money raised by tiie US tax 
was borne by purchasers of 
German cars. 

This year, however, with the 
upturn in the market and new 
models, German car sales have 
picked up in the US. BMW 
reported a 24 per cent rise in 
the first five months to nearly 
25,000 vehicles. Mr Robert 
Bur.helhofer, marketing direc¬ 
tor, said BMW wanted to add 
10,000 cars in the US this year 
to the 68^300 sold there in 1991 
- 16 per cent down on 1990. In 
1966, its best year in the US, it 
sold 97,000 cars. 

Mr von Kuenheim would not 
say which models would be 
built in the South Carolina 
plant which will make cars for 
worldwide export as well as 
sale in North America. He 
stressed that the product 
would be “a real BMW” and 
not a pale copy. The new US 
plant wfli also be fnsftte the 
new North American Free 
Trade Area 1 and thus avoid any 
possible trade restrictions 
there. 


Baltics to shed staff in 
insurance reorganisation 


BALT1CA, Denmark's biggest 
insurance group, plans to 
change its structure to focus 
more on core activities which 
will enable it to reduce staff by 
10 per cent over the next two 
to three years and cut its costs, 
Reuter reports from Copen¬ 
hagen. 

The company will merge the 
staff, computer and finance 
departments of the holding 
company with those of the 
banking, finance and insurance 
divisions. 

It will also cut back on its 
involvement in the construc¬ 


tion sector where it has backed 
a number of large projects. 

The from Septem¬ 

ber 1, will leave general and 
life insurance as the group’s 
core areas. Finance will be a 
secondary activity bat Baltics 
Bank wfll remain a separate 
business. 

Baltics reported a first-quar¬ 
ter net profit of DKr27m 
($4.48m) against DKr558m a 
year earlier and said higher 
loss provisions for building 
projects and property pur¬ 
chases could affect the fall- 
year result- - • • 


BfG Bank 
returns to 
the black 
for 1991 


By David Waller In Frankfurt 


BfG Bank, the former German 
trades anion bank which has 
been through a painful 
res tru ct u ring process in recent 
years, yesterday reported a 
group partial operating profit - 
before trading profits - of 
DMl2(L5m ($76-2m) for 1991. 

This represents a turnroond 
of DM302Jbn over 1990 when 
tiie bank reported a loss of 
DMiftUm. If own-account 
trading results were included, 
the tumnnmd was more dra¬ 
matic: the bank reported prof¬ 
its of DM22i.lm last year com¬ 
pared with a loss of 

oacrnsm. 

The better performance at 
this level reflected Interest 
Income up DH267m to 
DM976£m and administrative 
and staff costs down by 
DM47.9m to DMLl&ra. 

However, at the parent 
bank, losses at the partial 
operating level amounted to 
DM277m last year, compared 


with a profit of DM338m in 
1990, reflecting extraordinary 
costs associated with the 
bank's restructuring. Strip¬ 
ping out tire one-off items, the 
partial operating profit was 
DM60m, compared with, a Ion 
of DM259m a year earlier. 

Speaking In Frankfurt yes¬ 
terday, Mr Paul Wieandt, chief 
executive since early 1990 and 
architect of the banks subse¬ 
quent restruc turin g, said that 
hi the first five months of the 
year the parent bank's profits 
were DM48zn, DM23m up on 
the comparable period last 
year. 

Mr Wieandt reiterated that a 
capital Increase was likely 
next year or in 1994 and Oat 

the hank was ramririaHny rate- 
tng a total of DM450m, partly 
to meet tougher capital ade¬ 
quacy rules in Germany. It 
was likely also that the bank’s 
majority shareholders would 
have to contribute farther cap¬ 
ital to the bank thin year. - 

Provisions doubtful 

sovereign debt rose by 
DMS^bn at the end of last 
year. Mr Wieandt did not say 
what the total provision was, 
but indicated that some 20 out 
of a total of 32 countries 
accounted for the total.—. 


White goods war washes over Europe 

Andrew Baxter on the link between Electrolux and AEG’s household appliance unit 


I f Europe's status as the 
decisive battleground in 
the global white goods war 
has become increasingly appar¬ 
ent over the past five years, 
yesterday’s deal between Elec¬ 
trolux of Sweden and Ger¬ 
many's AEG Hausgerate sim¬ 
ply rubbed the message home. 

By taking a 10 per stake 
in' the household appliances 
unit of AEG, part of Daimler- 
Benz, the Swedish multina¬ 
tional is signalling its inten¬ 
tion to riofpnri its leading posi¬ 
tion in a European white goods 
market whose competitive bal¬ 
ance is being transformed by 
takeovers and co-operation 
deals. 

The structural change is 
gradually breaking down 
national boundaries in the 
white goods Industry, even If 
producers still have to allow 
for tdg variations in customer 
• preferences. For medium-sized 
companies such as AEG, com¬ 
peting long-term will not be 
easy against larger producers 
which have organised produc¬ 
tion on a European or global 
basis, leading to lower costs 
amj increased efficiency. 

The two companies plan to 
cooperate in a restructuring of 
their respective production 
facilities for washing 
machines, tumble driers and 
dishwashers — and are limit¬ 
ing the deal to production and 
product development. Even so, 
both are keen to stress the 
deal’s strategic rationale - to 
meet the increasing competi¬ 
tion from the US «nH Japan in 
the European domestic appli¬ 
ances market 

This challenge is being 
spearheaded by Whirlpool of 
the US, the world’s largest 
white goods producer, which 
last year completed the gl.lbn 
takeover of Philips’ white 
goods business. Maytag, 
another US white goods pro¬ 
ducer, bought Hoover in 1989 
when it took over Chicago 
Pacific, while the Anglo-Ameri¬ 
can joint venture General 
Domestic Appliances, owned 
by General Electric of the US 
and the UK’s General Electric 
Company, Is a leading partici¬ 
pant in the UK market and is 
looking for expansion opportu¬ 
nities in continental Europe. * 
The aim of the US producers, 
and especially Whirlpool, Hus 
been to transfer the production 
efficiencies learned , in the.. 


heavily concentrated US mar¬ 
ket to a European market 
where profitability has been 
hampered by the industry's 
fragmented structure. 

This, In turn, has encouraged 
some of the rationalisation 
a tricing smaller European pro¬ 
ducers, which are realising 
that it is easier for larger pro¬ 
ducers to survive in tough 
market conditions. Electrolux 
itselfi however, has been the 
other main force behind the 
industry’s rationalisation and 


LEAEMNQ GROUPS 
(1991 European white 
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adoption of pan-European man¬ 
ufacturing and marketing, 
starting with the acquisition of 

7-nnnogi of Italy in 1984. 

In the background are the 
Japanese producers, notably 
Ma tsnshita a nd Toshiba, which 
have avoided splashy acquisi¬ 
tions in the European market 
but are being closely watched 
by European competitors. 

So far, Japanese producers 
have "Mrie im pact in the 
European market for appli¬ 
ances such as washing 
machines and dishwashers 
than in microwave ovens, 
which accounted for 13 per 
cent of European white goods 
sales last year and were almost 
entirely - responsible for an 
Increase in the total market to 
56m units, according to Elec¬ 
trolux. 

But the Japanese producers' 
manufacturing efficiency, and 
the financial strength that 
mm aw from a stran glehold on 
their home market, makes 
them potentially powerful com¬ 
petitors in the European mar¬ 
ket, and increases the pressure 
cm indigenous suppliers to pro¬ 
duce white goods more quickly 
am) efficiently. 

All these issues underiy yes¬ 
terday's announcement, 
.prompting Mr Ruggero Bodo, . 


vice-president for planning at 
Whirlpool International, to 
comment that the deal “con¬ 
firms that our reading of the. 
dynamics of the business is the 
correct one". 

Inevitably, however, there 
are also some special factors 
behind the deal, giving it a 
strongly German flavour. Elec¬ 
trolux has been keen to expand 
its market shar p in Germany, 
Europe's largest single market, 
and last year's relaunch of its 
Electrolux brand as an “upper 
mass-middle market” product 
range was partly aimed at rea¬ 
sonably affluent middle class 
Ger mans who might think 
twice about buying a premium 
product such as a Miele or an 
AEG. 

There have been rumours 
that Electrolux would try to 
bay AEG, but in settling for a 
production and product devel¬ 
opment deal it is sharing, 
albeit only partly, in what Mr 
Bill Coleman, an analyst at 
James Capel, calls “a good 
profitable business in 
Germany, highly-priced and 
very much a premium 
brand . . . AEG is an attrac¬ 
tive company in white goods, 
less so in electronics.” 

Last year the German mar¬ 
ket in white goods showed con¬ 
tinued strength, although Elec¬ 
trolux says growth dropped 
considerably in the second half 
of the year. Even so, the mar¬ 
ket is much healthier than xtS 
counterparts in the UK or the 
Nordic countries. “Germany is 
still holding up pretty well, 
although we don't see any 
increases,” said Mr Lennart 
Ribohn, senior executive 
vice-president this month. 
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A t the European level, 
Electrolux believes 
cooperation with AEG 
will succeed because the com¬ 
panies have complementary 
rather than the same European 
markpfrg AEG is strong in Ger¬ 
many and Poland while Elec¬ 
trolux has a larger presence in 
Italy, Britain. Spain and the 
Nordic region. 

For AEG, the deal brings 
economies of scale in white 
goods manufacturing without 
jeopardising the Hausgerate 
unit’s independence. 

Foreign white goods produc¬ 
ers have been involved in spo¬ 
radic discussions with AEG 
ever since its parent company. 


sought court protection from 
its creditors in 1982. 

A domestic solution to AEG’s 
need for critical mass seemed 
to be developing last autumn 
when Bosch-Siemens Hausger¬ 
ate, the German market leader, 
said it was negotiating a 
link-up. But that would almost 
certainly have provoked objec¬ 
tions from Germany's Cartel 
Office. 

There is no chance that the 
deal will have the same effect 
Electrolux has only 5 per cent 
of the German market, against 
AEG’s 13 par cent 

The deal will not as initially 
structured, change the rank¬ 
ings in the western European 
market — Electrolux has about 
18 per cent, followed by Bosch- 
Siemens with is per cent and 
Whirlpool .with 9 per cent. 


Observers were wondering 
yesterday whether the deal 
was the prelude to a closer 
financial link-up or even a full 
takeover. Electrolux has the' 
option to raise its stake in AEG 
Hausgerate to 20 per cent and 
Mr Anders Scharp, the Swed¬ 
ish company’s chairman, said 
the proposed co-operation was 
the “first step in a larger coop- fa 
erative investment especially 
when it came to research and 
development in washing 
machines and tumble dryers". 

Given AEG's long search to 
maintain independence for its 
white goods business while 
addressing the wider changes 
in the industry, a full takeover 
looks unlikely. 

Additional r eporting by Rob¬ 
ert Taylor in Stockholm and 
David Waller in Frankfurt __^ 
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This advertisement is issued by the Republic of France and is approved by thejoint lead-managers 


of the International Offering, Banque Paribas, bookrunner and CSFB France Sji. It is also approved 


Banque Paribas as global coordinator of ihe contemplated offering and by Lehman Brothers Inter- 
tl as co-global coordinator. Banaue Paribas and Lehman Brottie 


national as co-global coordinator. Banque Paribas and Lehman Brothers International are members of 
the Securities and Futures Authority. 

This advertisement does notform part ofany offer of securities. Any application for shares should 
be made on the basis of information contained in the preliminary prospectus alone. Before deciding to 
itshou 


applyfor shares, you should consider whether the shares are a suitable investmentfor you. The value of 
shares can go down as well as up. Changes in rates of exchange may have an adverse effect on the value, 
price or income of the investment. If you need advice you should consult an appropriate professional 
advisor. 

The following represents a summary only of the terms of the offering as presented in the 
prospectus. 


Global share offering 
of 

TOTAL shares 
by the Republic of France 

Selling Price FF 230 per Share 


shares 


The Republic of France (the “Republic^ proposes to sell an aggregate of22,900, (W0 6 
cs of FF 50 nominal value per share of TOTAL, a French Socicte Anonymc, repre¬ 


senting 12.4% of TOTAL’S share capital. 

Tnc 22,900,000 share global offering currently offered by chc Republic consists of 

- an ”offrc publiquc dc vente” of8,000,000 shares in France, 

- a concurrent offering of 7,500,000 shares outside France and the United Scares under¬ 
written by a syndicate of batiks led by Banque Paribas and CSFB France SA, 

- a concurrent public offering of 7,400,000 shares represented by ADSs in die United 
Stares, underwritten by a syndicate of banks led by Lehman Brothers. 

The. international Underwriting Agreement provides for the reduction, upon request 
of the Republic, of the number of shares co be offered in the International Offering up to a 
maximum of 10% of the International Offering to be allocated to the French Offering. 

Banque Paribas has been appointed as global coordinator and Lehman Brothers Inter¬ 
national, co-global coordinator of chc combined offering. La Compagnic Financicrc 
Edmond dc Rothschild Banque has been apppoinred advisor of TOTAL. 


Anonymc, reprc- 


SELUNG PRICE 

The selling Price of FF 230 per share was determined by the Republic on June 22nd 1992. 
SUBSCRIPTION PERIOD 

The subscription period for the French, die International and chc US offerings is expected 
co end on June 25th. 1992. 


LISTING 

The shares offered in the global share offering arc listed on die Paris Bourse, die New York 
Stock Exchange and die International Stock Exchange of chc 
United Kingdom and die Republic of Ireland Limited and are 
quoted on SEAQ International. 


SELLING RESTRICTION 

Subject to certain exceptions, the shares offered in the French 
and International offerings may not be offered or sold in die 
United States. 


TOTAL 


Standard £ Chartered 


Standard Chartered PLC 

(Incorporated rtiNi frptotf StbBy in Eogtaad) 


£300,000,000 

Undated Primary Capital Floating Rate Notes 
of which £150,000,000 
comprises the Initial Tranche 


In accordance with the Terms and Conditions of the Notes, notice 
Is hereby given that for the three months period (93 days) from 
22nd June to 22nd September, 1992 the Notes will carry an 
Interest Rata of 101/4 per cant per annum. 


The interest payment date w3f be 22nd September, 1992. Coupon 
No. 29 wiU therefore be payable on 22nd September. 1992 at 
£1,302.25 per coupon from Notes of £50,000 nominal and 
£130.23 per coupon from Notes of £5,000 nominal. 


J.Henry Schroder Wagg & Co. Limited 
Agent Bank 


Notice of Redemption 
Banque Arabeet 
Int e rnationale 
cFInvestissement 
(BJLI.I.) 

USD100,000,000 
Floating Rato Nines Aie1997 
Notice Is hereby given that pursuant to 
paragraph 4b) 'Early Redemption a! 
the Bank's option’ of the terms and 
condteons of the notes, the Bank has 
elected to exercise Its right to and shall, 
redeem an 7th August 1992, alt the 
outstanding notes at their principal 
amount together with accrued interest 
to such date of redemption. 

Payment of principal wIB be made on 
and altar surrender of the notes, 
togsthar mith all coupons appertaining 
thereto maturing on or after rih August 
1962, at the office of the Recal Agent: 
Banque Na fl on ale departs 
(Luxembourg) SJL 
24 Boulevard Royal 
L-29S2 Luxembourg 
or at the offices of the Paying Agents: 
Banque Nattonata de Parts Pfo 
8-13 King WIBam Street 
London EC4P4HS 


Banque Nattonata da Parte 
Manama Center - East Wing 
Government Road 
P.O. Box 52-53 
Manama Bahrain 

Interest will cease to accrue on notes 
as from 7th August J892. 

Luwnbourg, 24th June 1992 


WARDLEY GLOBAL 
SELECTION 
aotiM dlmreRbanncnt 1 
CtpinlVaxUhlc 


Bqibteni office: 7 me da Mntbfr m 
Hobo L-1728 Ln&vmhamg 


NOTICE TO SHAREHOLDERS 
1. Shareholder* of Werdlsy Global 
SelealoB (lie "Company") ero hereby 
Informed that the offer of Shares of tbs 
followfe* raVAmdr fa dteeruCtetHd with 
toowntiao rffaa. no rfaarm of inch cUner 
being brad eatHailq;. 


Ward lay Global Selection . AS BAN 
EWfry 

Wanfley Global Selection - Central Barope 
Erpfty 

Wardfey Global S alo cdop . Japan Small 
Qjuyukr 

Wardley Global Selection - Thailand 
Eqohy 

Wradtey Global Saieedcm - Deabdai Mak 


Wardley Global Selection . Managed 
Quran c y 

2- The Company will teano, a* boa 23* 
free 1992, ihni of no par vafae fmhUy 
al an Oder Moo oT USSIO peratan pfa. 
Cfeo aafaa charge), o t a now aab-fand 
d m ig nunt Wardley 0total Selection . 
Chtaeac Booty Hand. 

3. Cbfdci of the amended Procpeaaa d«od 
Jnee, 1992 mmy he obtained an jvqneac 
bom the Com pay*« Transfer Agent, 
Wardley Investment Services 
(Lea—brag ) SA. 7 me <fe MmcfaSaaa. 
Hater. L-1728 Luxembourg. Tab +332 
*168121. hc*SS2 473399 
By order of dm Beard of Dncmrs 


trading strategies &. ideas 


Currencies • Bonds 
Energy • Metals & 
Oil Markets 



■Setting The Trend For Others To Follow 


Tread Amysis Ud 
Rooms House 

32 Southgate Street 

llfl— atini I, i 

mnennw 
tarns S023 9SI 
Tel; 0962 879764 


PLACER DOME INC 




si-Vv 



Peter A. Crossgrove 

The appointment of Peter A. Crossgrove to the 
new position of Vice Chairman of Placer Dome 
Inc. is announced by the Board ofDirectors. Mr. 
Crossgrove, a Director of Placer Dome, has 
functional responsibility for corporate 
development, including meigers, acquisitions and 
corporate strategy. He will be Chairman of the 
Executive Committee of the Board. 

Mr, Crossgrove has for the past ten years 
managed a portfolio of corporations and 
properties. His business experience includes 
ownership and operation of a major mining 
contractor in Northern Ontario. He is a Director 
of Placer Pacific Limited, Eatons of Canada 
Limited and several public companies. He will 
step down as Chairman of the Board of Trustees 
of the Toronto Hospital in July 1992 . 

Placer Dome is an international mining 
company based in Canada. 
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Advertising 


appears every 

Wednesday & Thursday 


Friday 

(in the international 
edition only) 
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SAEHAN MERCHANr 
BANKING ORPORAnON 

US$40,000.000 ' - ~ ■ 

Floating rate notes due 
1995 


Nbrice is hereby gtoen that the 
mres will bear interest at 4 , /j& -‘ 
Per annum from 24 June. 1992to 
24 September, 1992. Interest 
Payable an 24 September. 1992 
unit amount to ISSS7S.00 oer 
USS50,000note. ^ 


Agent; Morgan Guaranty 
Trust Company 


JPMorgan 
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Hewlett buys TI minicomputer unit 
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By Louise JCeho« . 

HEWLETT-PACKARD is to 
acquire Texas Instruments’ 
minicomputer business In a bid 
to expand its customer base in 
the commercial Unix minicom¬ 
puter market. The companies 
said that .they have signed a 
letter of Intent and expect to 
complete. the. transaction this 
autumn. ... 

Terms of the deal were not 
. revealed. However, the. annual 
Ii revenues or the Tl business 
unit are said to be about 
S200m, according to industry 
estimates. TI saidthat the unit 
had operated profitably for the 
past two quarters. 

“This is the latest step in our 
strategy to aggressively 

Yue Yuen 
issue attracts 
firm demand 

By Simon HoJberton - 
in Hong Kong 

THE STRENGTH of demand 
for an exposure to the Chinese 
economy was underlined yes- 
l terday when investors stumped 
- up nearly HKSSObn (US$3-Sbn) 
in their rush to buy a slice d 
Yue Yuen Industrial Holdings, 
a Taiwanese-controlled manu¬ 
facturer, of- sports shoes in 
southern China. 

The Yue Yuen hew issue was 
for 550m shares of HK$l.i8 to 
raise HKW49m. Last night, the 
company’s advisers, Standard 
Chartered Asia, said the issue, 
for 25 per cent of the company, 
was - 45.89 times oversub¬ 
scribed. . 

The company, which is con¬ 
trolled by Mr Tsai Chi Jen and 
his brother Mr Tsai Chi Neng, 
manufactures Adidas. Nike, 
and Reebok sports shoes, 
among others, at its Dongguan 
factory, south of Guangzhou 
(Canton). 

It plans to open another fac¬ 
tory in the dty of Zhongshan, 
also in Guangdong province. - 
The brothers will retain 70 
per cent of the company. A fur¬ 
ther 5 percent has been placed 
privately by Jardine Fleming. 

Mr Ambrose raw; director of 
corporate finance at Standard 
Chartered Ada, said die mar-' 
ket was attracted to. Yue Yuen 
because it was a pure China 
dock. It was well-managed and 
achieved high, margins.. - - . 


expand our position in the 
commercial Unix market,'* said 
Mr Lewis Platt, H-P executive 
vice-president. 

. H-P is the leader in the Unix 
minicomputer market. The 
acquisition will enable H-P to 
accelerate sales in a slow 
growth market by tapping into 
TI's base of 125,000 customers 
worldwide and gaining access, 
to market segments such as 
retail and wholesales distribu¬ 
tion in which it has not previ¬ 
ously participated. 

Also attractive to H-P isTTs 
network of value added resell¬ 
ers (VARs). Tl has traditionally 
sold its computer systems 
almost exclusively through 
VARs that include leaders In 
vertical markets such as auto¬ 


motive dealerships, services, 
and healt h care. 

H-P said that there is very 
little overlap between its own 
customer base and that of TI, 
so it expects the acquisition to 
provide incremental business. 
Tbe planned sale give Texas 
Instruments an opportunity to 
focus more sharply on its key 
businesses. 

The electronics and semicon¬ 
ductor manufacturer will, how¬ 
ever, retain other parts of its 
Information technology group 
Including notebook computers 
and printers. 

H-P said that it will continue 
to support TTs minicomputer 
products and will offer the 
products for as long as there is 
market demand. The compa¬ 


ny's goal, however, is to gradu¬ 
ally migrate TI’s customers to 
H-P minicomputers. 

The acquisition will lead to 
layoffs. H-P plans to employ 
approximately 450 of the 
1,600 employees currently 
working for the Tl computer 
systems and services business 
unit. 

Mr John White, TI vice-presi¬ 
dent and president of TTs 
information technology group, 
said: “The planned sales is con¬ 
sistent with TTs strategy in 
information technology to con¬ 
centrate our investment and 
emphasis on software produc¬ 
tivity tools, as well as 
on hardware where we have a 
sustainable competitive advan¬ 
tage." 


Toshiba and Apple join forces 


By Steven Butler In Tokyo 

TOSHIBA, the Japanese 
electronics company, and 
Apple Computer, tbe US per¬ 
sonal computer maker, yester¬ 
day joined forces to develop a 
next-generation portable con¬ 
sumer electronics product 
capable of reproducing video 
images and sound from a small 
laser disc. 

The agreement is an impor¬ 
tant plank in Apple's strategy 
of developing a range of hand¬ 
held, digital electronic devices 
as an adjunct to its basic busi¬ 
ness. Apple calls the devices 
“personal digital assistants’*. 

For Toshiba, tbe agreement 
opens the possibility of reviv¬ 
ing growth in the company’s 
flagging consumer electronics 
business. Over the past year, 
Toshiba has quietly withdrawn 
all its audio products, such as 
tape recorders and stereo 
systems, although it remains a 
large manufacturer of televi¬ 
sions and white goods. 

The companies yesterday 
had little specific information 
about the planned product, 
except that it would be mar¬ 
keted by the middle of next 
year and be based on -CD-ROM, 
compact discs with read-only 
memory. Hie companies were 
also talking to Time Warner, 
the media conglomerate in 
which Toshiba has a 6.25 per 
cent stake, about providing 
titles to play on the machines. 

Very likely, the machine will 
have a small display, be capa¬ 
ble, of-reproducing moving. 
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NIPPON LIGHT METAL 
COMPANY LTD. 

(the “Company”) 

UJ&$300,000,000 3Vi per cent Guaranteed 
Bonds 1993 " 

issued with . 

Warrants to subscribe for shares of common stock 
of the Company 
(the “Warrants”) 

Pursuant to the provisions of Clause 4 of the Instrument relating 
to the Warrants and the rules of the Luxembourg Stock Exchange, 
notice is hereby given that the'Company and Alcan Asean Limited 
(“Alcan Asean”) entered into an agreement for merger cm May 29, 
1992 wbereonder Alcan Asean will merge into the Company and be 
dissolved, a nd tbe Company as continuing corporation will assume 
all of the business, assets and liabilities of Alcan Asean. New shares 
of the Company will be distributed to shareholders of Alcan Asean 
by exchange at the rateof7.100 cf the Company’s shares (parvalue 
Y50) for each Alcan Asean share (par value ¥50,000) held. The 
merger agreement is expressly made subject to approval by special 
resolutions of shareholders of the two companies at the general 
meetings mentioned below. 

The merger agreement will be submitted for approval to general 
meetings of the shareholders of the Company and Alcan Asean to 
be held on, June 26, 1992. The merger will become effective as of 
December 1, 1992 if, as expected, all approvals .of competent 
authorities in Japan are duly granted and the commercial 
registration requirements of Japanese Law are duly completed 
towards the end of June 1993. 

The Subscription Price now in effect for the Warrants is ¥875 and 
this will not change as a result of the merger. 


Nippon Light Metal Company Ltd. 


June 24,1992 


^ilaBank 

Australia and New Zealand 
Banking Group Limited 

(Incorporated with limited liability in the State ufVkuma) 

U.S. $200,000,000. 

Subordinated Floating Rate Notes due 1999 

Notice is hereby given thar for the Interest Period 22nd June, 1992 to 
Z2nd December, 1992 the Notes will carry a Rate of Intense of 
4.578L3 per cent, per annum with an Amount of Interest of U.S. 
$2,327.22 per U.S- $100,000 Note. The relevant Interest Payment 
Date will be 22nd December, 1992. 


Bankers Trust 
Company, London 


Agent Bank 


Notice of Redemption to the Holders of 


LEOIPLC 

Class AI, Class A2 and Class B 
Mortgage Backed Floating Rate Notes Due 2035 

NOTICE IS HEREBY GIVEN lhai, pursuant to Condition 5(C) 
of each class of Notes, the Issuer shall redeem £0.00 per Noli* un 
the next Interest Payment Date, being July 1,1992. 

LEOIPLC 

Dated: June 24,1992 


PHILIPS, the Dutch electronics 
company, is teaming np with 
JVC, the Japanese audio equip¬ 
ment manufacturer, to pro¬ 
duce a karaoke version of the 
Dutch company's new ‘inter¬ 
active" compact disc, writes 
Ronald van de Krol in Amster¬ 
dam. 

The two companies said yes¬ 
terday that they expected to be 
able to make a large number 
of “karaoke CDs” available by 
the end of the year, enabling 
consumers to enjoy karaoke at 
home. 

Compact Disc Interactive 
(CD-I), which Philips is 
launching this week in conti¬ 
nental Europe after earlier 
launches in the UK and the 
US, combines images, sound, 
graphics, and texts on a single 
CD. When hooked up to a tele¬ 
vision, the new CD-I player 
will be able to play karaoke 
CDs that flash the words to 
songs on to the television 
screen. 


video images, and allow for 
interaction with the user. The 
companies hoped to sell 5m of 
the devices annually by 1995. 

The market for the type of 
product that Apple and Tosh¬ 
iba have in mind, however, has 
yet to be established, and is 
already becoming crowded 
with potentially competing 
devices. Indeed, Mr John Seal- 
ley, Apple chairman, said 
Apple would launch a con¬ 
sumer CD-ROM device before 


Christmas, and it was unclear 
yesterday how, or whether, the 
two products would be related. 

Philips has already launched 
a CD-I (CD interactive) format 
that has foiled to stimulate 
much interest in the market. 
Yesterday, Philips and JVC, 
said they would further 
develop the format for use as a 
motion picture singalong 
karaoke system. Sony has also 
successfully launched its Data 
Disc man, an electronic book 
device that allows for simple 
interactive functions. 

A basic problem facing all 
makers of such machines is the 
lack of appealing software, or 
titles to play. Both Nintendo 
and Sega Enterprises have suc¬ 
cessfully launched CD-ROM 
machines for games. CDs have 
attracted attention because 
they can store a huge amount 
of textual, video, or audio data 
while allowing almost instant 
access. 

Apple is trying to generate 
excitement about the devices 
among consumers, and is hop¬ 
ing to use its expertise in soft¬ 
ware development and user 
interaction to produce a 
machine that stimulates 
demand and establishes a de 
facto industry standard. 

Apple said it selected Tosh¬ 
iba as a partner because of 
Toshiba's expertise in semicon¬ 
ductors and miniaturisation, 
and because erf its links with 
Time Warner. Toshiba also has 
experience in the consumer 
electronics field, which Apple 
lacks. I 


Samsung 
applies to 
join vehicle 
producers 

By John Burton 
in Seoul 

SAMSUNG, South Korea's 
largest conglomerate, yester¬ 
day applied for government 
permission to become the 
country’s sixth vehicle manu¬ 
facturer. 

S amsun g Heavy Industries, 
the group's shipbuilding unit, 
plans to produce construction 
vehicles, such as concrete mix¬ 
ers and dump trucks, in tech¬ 
nical cooperation with Nissan 
Diesel of Japan. 

Samsung's entry Into the 
vehicle sector is being 
opposed by the nation's five 
automotive companies, Hyun¬ 
dai, Daewoo, Kia, Asia and 
Ssangyong. 

They suspect that Samsung 
wants to move eventually into 
the nation’s already crowded 
passenger car industry, 
although Samsung denies it 
has any such intention. 

The government has 20 days 
to rule on Samsung’s applica¬ 
tion to import truck technol¬ 
ogy from Nissan. Two previous 
attempts by Samsung to enter ; 
the vehicle Industry were I 
blocked by the government, j 
But officials indicated yester- 
day that Samsung will be 
allowed to proceed this time. 

Samsung will spend 
Won72bn ($90m) on the proj¬ 
ect, which will indude the 
construction of a factory 
near Its shipbuilding yards in 
Changwaa. Production will 
begin in 1994 with 1,200 
trucks, rising to 3^60 vehicles 
by 1997. 

Samsung will export more 
than 40 per cent of its trucks. 
It said the manufacture of con¬ 
struction vehicles was an 
extension of its production of 
other construction equipment 

Correction 

Nestle/Dairy Farm 

A REPORT in the Financial 
Times yesterday incorrectly 
stated the value of a deal 
between Nestle and Dairy 
Farm. Nestle is paying 
HK$lJS5bn (US $161 m) for 51 
per cent of Dairy Farm’s man¬ 
ufacturing. assets in Hong 
Kong 1 and southern China. 


This amwonccmcni appeals as a matter of record only 
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CASSAtXRISmRMKIDELLEPROVINClE LOMBARDS S 4 LA. 


(a Society per Anam established in the Republic of Imh performing 
general h anting activities in accordance with Italian kiwi 

l^rndon Branch 


Italian Lire 250,000,000,000 

12 per cent Depositary Receipts due 1997 

issued by The Lon- Debenture Trust Corporation pix. evidencing emirlemenr to payment of 
primiptil tutd interest on drpnuts in an aggregate principal amount if TTL 2SOOOO.OOOOOO 
with Curipln London Branch 

IMI Bank (Lux) S.A. CARBPLO S.p A. Milano 
Credit Suisse First Boston Italia S-p-A. NatWest Capital Markets Limited 
Sankt Annae Bank A/S 


ABN AMRO Bank N.V. 

ASLK-CGER Bank 
Banca d 1 America e d'Italia 

Denude Baah Crap 

Banca National* del Lavoro 
Banco Ambrosiano Veneto 
Banco di Roma 

Urapp* Cwi« Rkpansi* d> Ren 

Bankers Trust International PLC 
Bayertsche Vertinsbank AktiengeseUschaft 
Cassa di Risparmio di Venezia ■ Venezia 
Commerzbank AktiengeseUschaft 

Dresdner Bank 

iMI 

Generate Bank 

Istituto Bancario San Paolo di Torino S.p.A. 
Kredietbank International Group 
Paribas Capital Markets Group 
RASFIN SIM 
Sovardino 

Swim Cantobank Securities Limited 
Unibank 


Akros Attimo S.p-A. 
Banca Commerciale Italians 
Banca EurontobUiare 
Banca Popolare di Verona 
Banco di Napoli 
Bank Austria 

7. Urtnf ^ Bit JUMrt, 

Banque Bruxelles Lambert SA, 
Caboio S.p.A. 
COFIRI SIM S-p-A. 
Credito ItaGano. 
Gemina Europe Capital Markets SA 
LG.CJLL 

JP M Commissionaria S-p-A. 
Monte del Pasctn di Siena 
Rabobank Nederland 
SOLOF1N SJ JML S.p-A. 
Swiss Bank Corporation 
UBS Phillips St Drew Securities Limited 

Westdeutscbe Landesbank 
Girozentraie 


LTV challenges labour deal 


By Nikki Talt In New York 

LTV, the Large US steelmaker 
which has been operating 
under the protection of Chap- 
I ter II of the bankruptcy code 
I for the past six years, said that 
its steel unit had asked the 
bankruptcy court for authority 
' to reject its labour agreement 
with the United Steelworkers 
of America (USW). 

The union speedily retalia¬ 
ted, however, threatening 
industrial action if the current 
collective bargaining agree¬ 
ment is thrown out “We have 
repeatedly told the company 
that if its petition results In 
the rejection of our labour con¬ 
tract, a work stoppage would 
follow,” said Mr Anthony Rain- 
si di, chairman of the union’s 
negotiating committee. 

“There is no question 
that the company risks 
committing suicide with 
this step, and the negotiating 
differences between us do not 


warrant that risk," he said. 

The increased tension comes 
in the wake of an LTV reorgan¬ 
isation plan, which was ham¬ 
mered out earlier this year and. 
appeared likely to win the 
backing of the group's leading 
creditors. If implemented, this 
would finally allow the com¬ 
pany to emerge from bank¬ 
ruptcy. However, the plan 
pegged creditors' recoveries to 
union concessions, and man¬ 
agement at LTVs steel divi¬ 
sion has subsequently held a 
series of talks with tbe USW. 

Under US bankruptcy law, a 
debtor can, with court 
approval, reject a labour agree¬ 
ment if negotiations foil to pro¬ 
duce an acceptable hew accord. 
It can then effectively impose 
its own terms. 

LTV said “deep fundamental 
differences" still separated the 
union and the management 
positions, even after the latest 
round of bargaining which 
started on May 18 . it added. 


however, that it was commit¬ 
ted to “good faith bargaining" 
and did not intend to imple¬ 
ment “unilateral modifications 
to the labour agreement" until 
the outcome of the sale of its 
aerospace and defence division 
was cer tain. 

By contrast, the union 
claimed that LTV had walked 
out of negotiations, and 
accused the company or “stub¬ 
bornly sticking to all of its con¬ 
cession demands, both for 
active and retired workers". It 
said it was making “prepara¬ 
tions for the upcoming fight". 

When LTV first raised the 
possibility of revoking the 
labour contract in April, the 
union said that it would not 
permit the wages and benefits 
of its members and pensioners 
"to be held hostage". 

“If the company persists In 
its misguided strategy, there 
will be serious repercussions in 
the plants and the market¬ 
place." it warned in April. 


Argus increases earnings 20% 


By Philip Gawtth 
In Johannesburg 

BUOYANT advertising 
revenues in the second half 
helped Argus Holdings, South 
Africa’s largest media and pub¬ 
lishing group, to record a 20 
per cent increase in earnings 
in tbe year to March. 

Depressed economic condi¬ 
tions and continuing political 
uncertainty were reflected in 
the modest turnover Increase 
to R2.01bn from Rl.Blbn. A 
strong emphasis on cost con¬ 
tainment and maintaining 
margins, however, helped 
boost trading income by 16.3 
per cent to Rl9L5m. 


Net income after tax was 18J> 
per cent higher at R102m 
($36m), while equity accounted 
earnings were 18 per cent 
higher at R143.6m. Attributable 
income rose by 23 per cent to 
R89.7m. Earnings per share 
were 20.3 per cent higher at 213 
cents. 

Although the advent of pre¬ 
mium service telephone calls 
helped boost advertising reve¬ 
nues, Argus Newspaper publi¬ 
cations were faced with a gen¬ 
erally difficult circulation 
market 

The exception was the Sowe- 
tan whose continued growth 
established it firmly as the 
country's largest daily newspa¬ 


per. After-tax earnings rose by 
35 per cent Printing and pack¬ 
aging company CTP Holdings 
fared even better, recording a 
64 per cent increase in earn¬ 
ings, also assisted by a better 
advertising market 

CNA Gallo was hard hit by 
the increased pressure on con¬ 
sumer spending. Earnings 
dropped by 4 per cent Times 
Media did well to lift earnings 
by 32 per cent, while M-Nefs 
earnings fell by 14 per cent 
owing to a much Highor tax 
bill and anticipated losses in 
its new FilmNet acquisition. 

The dividend was only 10 per 
cent higher at 55 cents per 
share. 


Offers raised in UPI bid battle 


By Karen Zagor 
in New York 

UNITED Press International 
(UPD, the embattled US news 
agency, yesterday became the 
subject of a bidding war 
between the London-based 
Middle East Broadcasting Cen¬ 
tre, Mr Leon Charney, the US 
real estate lawyer, and the Rev 
Pat Robertson, the television 
evangelist. 

At,a bankruptcy court hear¬ 


ing yesterday to determine the 
fate of tbe 86-year-old news 
agency, all three potential res¬ 
cuers Increased their offers, 
agency reports suggested. 

Mr Robertson, who earlier 
this month withdrew his $6m 
takeover offer for UPI, raised 
his bid for some of die wire 
services's assets, its name and 
access to its photo library to 
$900,000 from an earlier 
$500,000 offer. 

Middle East. Broadcasting; 


which uses satellites to broad¬ 
cast news to tbe Middle East, 
put forward a $395m all-cash 
bid and said it was willing to 
inject up to $ 12 m over the next 
two years to make UPI viable 
and profitable. 

Mr Charney, who initially 
offered to pay $3.6m in cash 
and equity for UPI, increased 
his offer to $3.9m in cash and 
said he was willing to match 
Middle East Broadcasting’s 
infusion of funds to revive UPL 


British Telecommunications pic 

has sold its ji per cent, interest in 

Mitel Corporation 

to a group of limited partnerships affiliated with 
Schroder Ventures 


British Telecommunications pic was advised by 




N M ROTHSCHILD & SONS LIMITED 
ROTHSCHILD CANADA LIMITED 


June 1992 


Marine Midland 
Bank N. A. 

U.S. $125,000,000 
Floating Rate Subordinated 
Capital Notes due 1996 
hnr the three months 23nl June. 
1992 to 23rd September, 1992 
the Notes will carry an interest 
rare of 5ty% per annum with a 
coupon amount of U.S. $134.17 
per U.S. 510,000 Note and 
U.S. $670.83 per U.S. $50,000 
Note. The relevant interest 
payment date will hr 13rd Sept¬ 
ember. (992. 

Uvnl im Hie Su«L tUcfunee 


Bankeri Trust 
Corapany.Loodoa Aictu 


SANWA AUSTRALIA 
LEASING LIMITED 
SANWA AUSTRALIA 
FINANCE LIMITED 
AST OO.OOO.OOO 
Guaranteed Floating Rate 
Notes Due 1093 
In accordance with the conditions 
of the notes, notice is hereby given 
that for the three-month period 
22nd June 1992 to 22nd September 
1992 (92 days} the taxes win carry 
an interest rate of 6.121751 p*. 
Relevant interest payments will be 
as follows: 

Notes of A£100,000 
AS1.543-00per coupon. 

THE SANWA BANK LIMITED 
Agent Bank 



Republic of Wsnezuela 

UA $166,000,000 
Floating Rate Notes due 1994 
U.S. $167,000,000 
Floating Rate Notes due 1098 
U.S. $167,000,000 
Floating Rate Notes due2003 
For the interest period horn June 24. 
1B9SU December 24,1892 the tine has 
been determined at sS>%. The tamest 
amounte payable on December 24.1982 
wtfl b« U.9. SZ7O.OSperUS.S1O.OO0M 
raolsunKf tom end U.S. SA75.T3 per 
US. *25,000. ua J2.7D042 per U& 
SJOO.OOO end U S. S9.75120 per U.8. 
S250.000 In bearer tom. 

frTteGtanlWaluMJU. _ 
toadoaAgntM Q 

June 24. t992 chase 


AtflSETT AIRCRAFT 
FINANCE LTD 

1180185,000,006 
Floating Rata Matos due 2091 

Notice to hereby given that the rate of 
interest lor the period (torn June 24th. 
1SS2 to September 24th. 1992 has 
been, fined at 4.175 per cent. The 
Coupon amount due tot this period la 
USD 106.69 per USD 10,000 denomi¬ 
nation and USD 533.47 per USD 
50,000 and is payable on the interest 
. payment data September 24lh, 1992. 
The Fatal fluent 

Banque Nationals de Parte 
(Luxembourg) SJV. 


E15UOOOIOM GUARANTEED FLOATING RAT! NOTES DUE DECEMBER 1997 

Citicorp Finance PLC 

Unconditionally Guaranteed by 

cmcoRPO 

Notice b hereby given that the Rale of Interest has been fixed at 
10.1625% and toot toe interest payable on toe relevant Interest 
Payment Date, September23.1992. against Coupon No. 27 m respect 
of £10, 000 nominal of the Notes will fo£255.45. _ 

Jwte24, T99Z London ! 

.By: Citibank, NJL (issuer Services), Agent Bank LefT1BAN\^9 l 


Perot & the Markets - Boom or Crash? 

(Toad a!! cboi.! i! .n FuUgiM oney. p::js larccoi!! for 
currenc ic-'.. bona:., r.icckmcfkc's and cam modi lit-::. 

Cel; jcnc Fachar-;,on lo-r a ioms ! c 
London 71 0i9Jv61 cr Fax. London 71 - 439 4966 
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|mtpbMATIONAL CAPITAL markets 


German issues fall on disappointing money supply data 


By Sara Webb In London 
and Patrick Harveraon 
In New York 

GERMAN government bonds 
fell steeply following the 

release of worse-than-expected 

German money supply figures 
which dashed hopes of an eas¬ 
ing in German interest rates by 
the end of the year. _ 

GOVERNMENT 

BONDS 


The M3 money supply rose 9 
per cent in May on an annual¬ 
ised basis, up on April's figure 
of 8J3 per cent and well above 
the market's expected range of 
8^ to 8.8 per cent 
The latest figures were seen 
as very disappointing, killing 
hopes of a slowdown in Ger¬ 
man money supply growth. 
The Bundesbank’s stated tar¬ 
get range for M3 growth is 3.5 
to 5 ^ per cent 
The Life bund futures con¬ 
tract, which opened at 88.01, 
plunged to a low of 87.63 on the 

Swift fears loss 
of customers as 
growth slows 

By David Barchard 

SWIFT, the Interbank financial 
teleco mmunic ations organisa¬ 
tion, is worried it is losing cus¬ 
tomers among the banks to 
new internal bank networks 
and other telecommunications 
companies. 

Growth in the core business 
of Swift, which transmits fixed 
format electronic messages on 
payments to banks within its 
network, slowed in 1991 in 
spite of the introduction of an 
expensive new network with 
increased message capacity. 

Mr Eric Chiltem, group pay¬ 
ments director of Barclays 
Bank who has just been 
appointed chairman of Swift, 
said the company needed a 
dearer idea of its future direc¬ 
tion. 

He is setting up an 11-mem¬ 
ber policy committee to decide 
on a new market strategy. 

“We are at a watershed in 
the banking industay- Every¬ 
one is moving over into other 
branches and saying 1 can do 
things’ like telecommunica¬ 
tions,*’ Mr Chiltem 
added. 


news, before picking up to 
trade at around 67.67 by late 
afternoon. 

The German money supply 
figures also took their toll on 
some of the other European 
bond markets, pushing down 
Dutch and French government 
debt prices. 

Dealers said the fall in 
French government bonds was 
accentuated by reports that the 
French referendum on ratify¬ 
ing the Maastricht Treaty 
could be brought forward from 
September to July. On the 
Matif futures exchange in 
Paris, the September bond 
futures contract closed at 
107.06, down 0.16 from Mon¬ 
day's dose. The futures con¬ 
tract fell from its high of 107.84 
to reach a low of 106.82 after 
the release of the German 
money supply data. 

■ UK government bond prices 
fell as the release of worse- 
than-expected German money 
supply figures led to concern 
that German interest rates 
were likely to remain high for 


some time and thereby reduce 
the rflmTires of an easing of UK 
interest rates. 

Supply concerns also contin- 


where the two-year note was 
down & at 100fc to carry a 
yield of 4.986 per cent. 

Trading in the morning ses- 


ued to trouble the gilt market ■. sioh was dominat^by the 

before today’s auction, when:. r^oeuvn^cfd^erabrfore 

the of England plans to the sale of * 15bn :i f 

sen £SL7Sbn ofthe9 per cent ..notes. Demand forffie new 

Treasury stock due 2012. . paper- ^ 

Trading in the futures mar- * strong; .which depressed prices 


ket was reasonably active, 
with a volume of 35,000 con¬ 
tracts. The Liffe gilt futures 


at the short end. 

. Some traders had noted that 
two-year prices had been artifi- 


bhdly buoyed in recent days by 

supped to 97.14 oy v ^ kete worldwide were heading 

for a substantial correction and 


noon. In the cash market, long¬ 
dated iB 5 nea fell more than a 
Quarter of a point with the 
benchmaik 11% per cent gilt 
due 2003/07 failing from 1158 to 
1158. yielding 9.39 per cent 

■ US Treasury prices were lit¬ 
tle changed yesterday after the 
Mg afternoon auction of two- 
year notes. 

In late trading, the bench¬ 
mark 30-year government bond 
was down A at 1011, yielding 
7.838 per cent There was a 
f rirnifar slight negative bias at 
the short .end of the market, 


the subsequent modest recov¬ 
ery in Tokyo and New York 
equity markets meant the two- 
year auction might be beset by 
weak demand. The sale of the 
two-year notes, however, 
passed with little fuss, averag¬ 
ing a yield of 5.11 per cent 
amid solid retail demand. 

■ JAPANESE government 
bonds drifted lower ahead of 
today’s auction, of 10 -year gov¬ 
ernment debt, but traders said 
the market was well-supported 


: BENCHMARK GOVERNMENT BONDS 
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AUSTRALIA 

10.000 
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GERMANY 
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80S 
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11.46 
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UK GILTS 

10.000 
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99-00 

-10/32 

-11/32 

-10/32 
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9.12 
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811 
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7.000 

8.000 

05/02 

11/21 

101-27 
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Hitachi appoints 

foreign pension 

fund managers 


* 


Invesco around 

pension fond 

tracts-iriU still be difficult for 

roguln- 

ish companies - fovesra newlySpofotod Sad mamig- 
and Mercury Asset Manage- ne 5’ WJJ prop ortion of the 
mart, an affiliate of the S G « - m - they 

SH£S-£5 KI^sISHKSb fg|£iS 


By Stefan WagWy* Tri Tokyo 

FOREIGN investment-advisory 
companies have scored a sig¬ 
nificant victory in their 


UIW ■■ - - — * 

slon fond maiiafipnient- - 
Hitachi, the electro rues com¬ 
bine and controller erf Japans 
largest corporate pension fund. 


7 3 fi I UUKwt* r- _ , 

ijg | has awarded ■ pension fund 
manag ement contracts to the 
Tokyo subsidiaries of two Bnt- 


5.37 per cent and ended the day 
at5.385 per cent, while the Sep¬ 
tember futures contract fell 
from Its opening of 102.46 to 


ministry will auction 
Y800bn of 10 -year bonds today. 
The bonds issued at last 
month's auction carried a cou¬ 
pon erf 5.6 per cent. 


Burton paper backed by deal to sell pro 



The first was Nagasakiya, a 
medium-sized retail group, 
which awarded funds to 
Invesco MIM earlier this year. 
This was followed by Toyota 
Motor whlch gave a contract to 
Merrill Lynch International 
Capital Management 


Stth'&Sco MM andMemiry 
anTg small fraction of its total 
pension fund of about Y400bn- 
Also, foreign fund managere 
complain that Japanese compa¬ 
nies continue to award fond 
management contracts to 
financial groups with which ^ 


By Simon London 

BURTON Group, the UK 
retailer, yesterday raised £S0m 
($lQ8m) from a bond issue 
backed by an agreement to sell 


INTERNATIONAL 

BONDS 


its remaining property portfo¬ 
lio to institutional investors. 

The deal provides Burton 
with cash to repay bank bor¬ 
rowings and a guaranteed exit 
from the UK property market 
after five years. 

The five-year zero-coupon 
bonds, issued by Redcastle. a 
group subsidiary, have a 
redemption value of £ 100 m but 
were 

per cent - 

funds to redeem the paper win 
come from the sale of Burton’s 
property portfolio, comprising 
six retail and office develop¬ 
ments. , 

Scottish Amicable and CIN 
Properties, the property arm of 
the British Coal pension funds, 
have agreed to buy the proper¬ 
ties for filOOm in 1997 if there is 
no sale before this date. The 
institutions received a fee for 


“underwriting” the sale of the 
properties at this leveL 

After legal and underwriting 
expenses and the fees paid to 
the two institutions, the issue 
provides Burton with fixed-rate 
sterling funding 1 at a cost of 
around 10.8 per cent Mr Rich¬ 
ard North, Burton finance 
director, said the proceeds of 
the issue would be used to 
repay bank debt Burton did 
not replace a £250m multi-op¬ 
tion syndicated loan facility 
which matured last mouth, 
relying instead on bi-lateral 
hank facilities. 

In August, the group must 
pay £l50m to holders of con¬ 
vertible bonds, which carry an 
investor put option at a pre¬ 
mium to face value. The pro- 


However, since .Toyoto^ 


NEW INTERNATIONAL BONO ISSUES 


Amount m. Coupon % Pi** Mrtirfljr f 800,1 


US DOLLARS ' 

Council of Europufbyn 1 
Kia StMl(c)fit 


80 

26 


tb) 

3S 


100 

100 


1894 

2007 


(b) Lehman Bros. Inti. 
2JS/1£- Schroder Saco. 


a 40 per cent stake in 
Lynch Capital Management, 
Hit achi has become the first 
top-rank blue-chip Japanese 
company to award pension 
fund management contracts to 


of dealings, such as banking or 
securities business. Foreign 
fund managers believe that 
attitudes are changing, but 
ordy slowly. 
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Interest Bearing Shares (P 1 B 8 ). Undated 
in 5-years’ time. Nan-caJlaWa. 
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a} Non-caUabte. b) Coupon pays 


By Sara Webb 

int SConvertibla. 4>wnh eqtmy warrams. 1 'f™ Non-oaHable. c) Callable I 

S lgPN.gGRASIM. tfa 

(P1B81. undated and ntxvcelleble. e) Backed by •" agreement to sen proper™ 1 an d 


North said the company had 
spent months structuring the 
deal with lawyers to ensure the 
undertaking was uncondi¬ 
tional. 

Warburg Securities, which 


ssEsES 5 mm E~r3 


the repayment. 

“The deal improves our fund¬ 
ing mix and extends the matu¬ 
rity of our debt The zero cou¬ 
pon structure also offers us a> 
flftn fflrlnrahle cashflow advan¬ 
tage," said Mr North. 

The credit quality of the 
i ffgiie hangs on the strength of 
the agreement with Scottish 
Amicable and ON Properties 
to buy the six properties. Mr 


priced the paper 
around 90 basis points more 
than UK government bonds of 
gjmflgr maturity. There are no 
comparable Issues o u tstand ing . 
However, the yield spread Is 
close to the level at which 
building society bonds trade in 
the secondary market 
The properties were valued 
in Burton's last accounts at 
ElOOm. Mr North said the com¬ 


pany would make no account¬ 
ing adjustment until properties 
were actually sold. 

Elsewhere, the mainstream 
international bond market 
remained subdued. Depressed 
conditions in most European 
bond markets and an auction 
of Treasury stock in the US 
kept potential borrowers on 
the 

Council of Europe issued 
$80m floating-rate paper under 
its medium-term note pro¬ 
gramme. Following the recent 
trend, the issue was fully 
underwritten by the dealers to 
the programme, lead-managed 
by Lehman Brothers. 


The two-yearpapecpaygfi»trCharte fopase. 

market statistics 


three-mouth London interbank 
offered rate, subject to an 
upper limit of 5% per cent for 
the first year and 6V* per cent 
in the second year. 

• North of England Building 
Society yesterday became the 
smallest UK mutual savings 
institution to raise core capital 
with an issue of permanent 
interest bearing shares (Pibs). 

The 21 st-largest building, 
society by assets, it placed 
£ 20 m undated shares with UK 
institutional investors at a 
yield spread of 350 basis paints 
over long-dated gilt-edged secu¬ 
rities. The placing was 
arranged and underwritten by 


Grasim delays issue launch 

Mr Ralph Fox. head of the 
equity syndicate at Citicorp, 
the lead manager to the Gra¬ 
sim offering, said the offering 
“would be placed on hold until 
the Bombay stock market 
reopens and trading stabi¬ 
lises* 1 - 

Grasim has already said It 
will not increase the size of the 
equity offering above $100m 
following complaints about 
Reliance's decision to increase 
its issue from SiOOm to $l50m. 

The decision to increase the 
size of the Reliance issue 
annoyed some investors who 
had hoped to be rewarded with 
a premium on the global depos¬ 
itary shares once trading 
started. : Reliance saw a sharp 
Call in its. share price after the 
internatidnal offering - from 
its prior® of $16.35 on May 26 
to as low as $10.50 on June 18. 


_the I ndian cement, 

textiles and flbfe -group which 
was hoping' to raise $90m 
through an international 

INTERNATIONAL 

EQUITY ISSUES 

equity offering this week, has 
had to delay pricing and 
launching the issue following 
the recent bait in trading on 
the Bombay Stock Exchange in 
connection with the Indian 
financial scandal. 

Gramm is the second India n 
company to plan an interna¬ 
tional equity offering, follow¬ 
ing Reliance, tt».’ petrochemi¬ 
cals group which .raised $150m 
in an equity offering last 
month. 
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RISES AND FALLS YESTERDAY 
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Skandia Group 

Skxndu Group Insurance Company Lid., is an international cuqiomion 
engaged m nm i n i wT and related financial aervices. Hie Group a breed in 
Sweden audios flic Nonfie countries as us home madcre. Shoe its fbuadatioa 
in 1SSS. Sfcandia has been among ibe leading Swedish insurer*. 

Since the last few year* SJcancfia Group has become progressively more imer- 
mtioiial with offices outride Scuxfinavia mainly in EC countries aid the 
U.S. The iMmuce operations me supported by exteuive investment man¬ 
ag ement opentwu, The total gross premium income in 1991 unwonted to 
SEK38b»TIkmairiKmdiBSca«iipwgoriSBK20Qbtflkw 



nostics, and flavours as well as tirnrid crysulsJn 1991 Roche 

GnwpconsoCdnd ta le s am ounted to Mr 11<4J1 million (USS&008mfl- 
lkn). Consolidated net income was Sfr 1.482 miUcn (USS 1,056 milfioo}. 
Group mtre c h and development ex pen di t ur e reached Sfr. 1,727 mdioa 
(U5$ 1,208 mttBoa). 


Inco limited 

toco Limited is ooc of the world's premier mining and metals companies, h 
a tto leading producer of nickel, supplying abtwooc-third of world demand. 
Ilk abo a major prodnev of bjgbHikkel and other alloys. In addition. Inco 

hm iipnrt—r pmAmerofeopper. anhattanri p«»cinn«nieMlc- In IQQI Inwi 

earned dS$ S3 million an tales of USS 2J199 trillion. 




v Paribas 

Ihrih—i«onerfiheraritfa IcatEng hanging andtpranefal grnppfl-Enahfishari 
«inailiMiMim«ly m Ptimm— mH ffa- M>*fa-HnnHa in 107?, PsribM ha* evolved 
ituoa iraAi-fepeteri imr markinal gmnp with Hiring French roots, active in near- 
ly 60 commies wound ibe world. Bosinesses arc organized around fonr 
a m o twinnu i. rircentrnliz cd mala: wholesale banking, coodncted by Banqae 
P «c il >« r ipw i iju lwwl fifluw'n g tKr^gti ^’i m i p n g n i w ttmaiil*; Mall 
in Piaace. dnoogb Credit dnNord; owl nmreigcincnt of anoUcuri ve portfo¬ 
lio of dtvnsified equity in t » T ii | |H^ ju industrial and «m mn »w« ga i qqpMB. 





:V V; Ataraa , 

Ato is toe of Norway stetgm industrial groups. Its aoivities cncwnpaK 
cement and bolltfinB Hnuedafr and inland gas technology. Aker holds a 
sooty pogiandoincttfcally in cement and bufltfingroatexialt and base pg- 
mficauiiaei]iaD(mal«emembHiiies».&kitoNanv^skat&ngcaiiipany 
in o9 and gas technology, widh a co mpr ehensive range of services and a 
gnwmig 1991 mcreued lo NOK 13,600 

mBSiXLTte effect of weak markets in certain sectors and a substantial pro¬ 
vision on one contract led to a fall in profit before extnonfiaaiy hems .19 
NOK92 mfflicn. Ai the cod of the year Aker had 13,300 employees. 


ASSI 

ASSI it one of Europe"* leading raunfactmca of paper and packaging boattL 
We are also one of the largest producers of corrugated-board products in 
Europe. ASST* gross sties far 1991 were MSEK 8,106. The result after finan- 
cial terns was a deficit of MSEK 145. Ite lore wre randy dne to the deefine 
of the market pulp price. The ASSI Group has 7,815anptoyeea with maao- 
fiactnring companies in Bdgmm Denmafc, Hence, Germany, Great Britain, 
Italy, the Netherlands, Sweden and Switzedand 


Iitrain JnstHfa 

Intram Jnstitia is Europe's largest debt ccdlectioa company, offering 
a TangB oflnJotsso and credit management services. The Group is list¬ 
ed on tteLoreka Stock Exchange rad has nthodtarics in 14 European 
ooomrks complemented ly 120 ageds. worldwide. In 

199L pre-tax profits rose 35% to £11.6 million, on turnover up 48ft 
to£75.5 milli on. Atrtwywrad,Tntnimfaitilhha!45^Melfeiite 
and a stock of over 2 m3fian coDection cases, worth £600 mdlion. 


Bayerische Vereinsbank 

Ba y aisch e Vetemsbure, the largest mortgage backing group in Europe and 

nMaffW mi wiyfrfivMTMytfjiriMiM Kitnfcfag - girmpu mntintigg tr> a[ a wl iht 

network.'The group has now 790 branches all over Germany and it represented 
in the major financial and economic centres in Europe, as well as in the U&. 
Japan, HoQg Kong. South America, South Africa and the Middle East. The 
Bank belongs » ooe of ibe nine banks in the world with rbe highest asset 
quality. Jn 1991, total earnings increased at twice the me of tola! cotes, fatal 
MiMjfaj pwlli.ftiM w.pMMUH hymww.lltM ante nM VISimHioBiac 
djatrihma d m Jmrgfa>ide« with a ifividecd of DM 13 per share. Total assets 
are DM 226.6 bo. 


engineering 

tomorrow^ 


HAVAS ft&POftT .mi; . 

.Havas 

Havas holds unique positions in Europe through a network of tnhntfiaries 
active in outdoor advertising, free- directories, in t erna tional multi¬ 
media re p re se nt a tion. travel agency business. full-service advertising, 
publishing rad pay-TV. Havas is France's largest media and ctantiamwai- 
tious group. In temtia nai operations generated 30% of cnnaoBdated revenues 
» year end 199L 

Revenues 1991: FF2&5bilfiuc 

Net bcame, group share 1991: FF 1.083tnl&ou 
CfefExecurive Officer Pierre Danzier 



. BICCpk 

Rinr«■ i mpi iu M jnwl w gl i wrin g lminifl h Mf v pB H m nl w , mWhI 

iMliH p hfw for InOatfniltini development m power. COmnim i i Ci li OIIS, 
namponaadbtnk&ne. BHXahns in achieve market leadcnbipm its nagor 
ffbfcs — 1,1 11 ■ t t < i iir ** n ?.. It is daficated to total quafity, tech¬ 
nical excellence and the satisfaction of c na o m er need. H ICCj future 
pro^ier iv y will be baaed on tfac devektpmciit and c aptoh ii fi oo trf ha cunye- 

I fW yf -jn fffrfa W UM Ml fm l » »m it . IMIll M-ri llg Mi i 9| w yffl mwH f^UMW-ill 

reso u roea are trerc asi n gly fbeufled on strengtheniag these sfagh and findSng 
newoppannnllieslDdqiiqydtem. We are cot^dentdmt our core business¬ 
es wQl ctxnimie to grow stronger, providing a sound basis for growth. 


ASEAAB 

ASEA AB owns 50-per can of ABB Asca Brown Boved Ltd. In the four 
yean rineq its fimnahon ABB has became a wodd leader in pows genoar 
tiou, triHtarriwiqn, aid dismbutioa as weO as in the hKhtsmal process, 
enwomnemd control, and raO tiM nj m u M i mi fiefateThe Gtep'k focus on 
local owm iw needs cotnbiaed with Hk ^ofanl scale ofits technical. pn>- 
dnetion, and financiri rcstances make it mnqnely aMe to stave its madtets. 
Du ri n g 1991 ABB snocesafitlly adjusted ini operations bo rf i -g in g coo- 
nomic cootfitiocs while c ontinuin g to invest in new markets and growth 


AEGON INSURANCE GROUP 

AEGON is a leafing hn c r n a ri o n al insurance group with headquarters in The 
Hague. The Netherlands. The Group offers a full range of insurance" 
products with a focus on life in sura nce. AEGON's mon imp ort an t markets 
arc The Netherlands and the United States of America. The other companies 
of AEGON are based in Belgram. Spain rad Portugal, the United Kingdom, 
Greece, Cyprus, Hungary, and the Caribbean. 

In 1991 revenues rose by 13% to NLG 13.6 billion. Operating income 
increased by H% to NLG 713 million. Taking into account the stock 
dividend, operating income per share rose by 2.7% from NLG 15.14 to 
NLG 15S5. 





. SbUml 

Ttei Leafing Scarafinavim ^CH Company * The Norwegum integrated oil 
compary* Opexa»r of mo of the worlds tagest ofidwre fields- Sto5ord and 
*L«»fing sdkrofNcnh Sea Crodcoals-1,1 mULbbl/day * M^or idl¬ 
er of Norwegian : ^ Gas * Refining capacity appr.10.000 tonnes *Majw 

Scaafinavita retail business coaqrany « Operaor of oajorppe^ sysicg -; 


^ imd op the e omiis ent* .Sarirfacinrv eanmg perfor- 

maocealsom !99l'*.OpexaiingrevenneiDcreasedto783btniouNOK* Ptafix 

before tax, 12,6 bflBoo NOEL 


■ ■ -The S-E-Bank Giwro 

The S-RJftmfc flmnp — B h m il lm i ii dw FiwMlHi Tfa fi ni wUmbadBlitl- 
is die lareest banktogBOup in Sweden and in Scaodmavia with total asaets of 
SEK451billiouin 1991. The S^-Baak Gro ups o perating profit bdbtc tend-, 
ing losses in 1991 macased by 30 per cent id r v-K 1 .1 bOfioo, while profit after 
losses decreased by 30 per etaum SEK 23 bOBnn. ■ ShKetaoUera? equity and 
antaxed reserves excee ded SEK 24 bilSon. At year-end the Group's risk cap¬ 
ital annou uteri to SEK 31.7 bOHtai aid the total capind redo was 10.7 per 
cere. S-E-Banken. with apcro ximM dy 11,700 employees, is repr eaen ted in 
some 25 co un trie s round the worid - via sriunMaries. branches and icpte- 
scatativc offices. 




IndnstrivSrdeik 

Ia dp ri riv l rdcn is an indiw ni nl bolding company with a portfolio of listed 
stocks worth around SBC 7.000m. Following fltea cquisitiu i B of Investment 
AB Bafacot the faxhotrial and trading operations (F1M, Bahco/Dade and 
bdutratle) will have a uunover of SEK 11.000M. The opeosions in Bahco 
and Dacite will become lndocms with turnover of SEK 3.50QM. The real 
estate opaa»»s( ftmrfa mere ) owns p rop ert i es valued a ^EK IJ0QM.Tfae 
nmriber of employees in the Group is around 12,000. 


The Financial Times Annual Report Service is appearing on 23,24,25,26 June I992. 
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WEDN ESDAV 


JUNE 24 1992 


COMPANY NEWS: UK 


AVIS 


AVIS EUROPE LIMITED 

(the “Issuer") 

(a company incorporated with limited liability under the laws of England, 
. formerly known as Avis Europe pic) 

NOTICE TO 
the holders of the 

£75,000,000 

11% per cent. Bonds due 1996 

of the Issuer 

(the “Bondholders" and the “Bonds" respectively) 

A Meeting of ihe Bondholder has been convened by the fewer to be heU at 
the offices of Baker & McKenzie at 100 New Bridge Street, London EC4V 
6/A on Thursday. 2 July 1992 at 11.00am /London time) (the “Metling") for 


in a notice published in the Financial Times an Wednesday. 10 June 1942 
(the “ Notice H. 

NOTICE IS HEREBY GIVEN that the issuer will, subject to tfaOMtbhctkm 
of the conditions set out below, pay to the Bondhoklm on the date faffing 14 
days after the first day on which the conditions sec out below arc satisfied the 
sum of £15 tor each £1.000 in prindpal amount of the Bonds for the time being 
outstanding (the "Payment"). 

Payment is subject to ibe satisfaction of the following conditions (the 
“Payment Conditions'): 

([) the Extraordinary Resolution beangduly passed by the Bondholders at 
the Meeting or any adjourned such Meeting; and 
(li) the completion of the proposed sak (as referred io in the Notice) of tbe 
European vehicle leaswa and fleet management business carried on by 
certain subsidiaries of the Issuer to General Electric Capital 
Corporation (the "Proposed Safe”). 

TERMS OP PAYMENT 

A Bondholder, other than one whose Bondfe) Ware held by Cedel S.A. 
("Cede)”) or Morgan Guaranty Trust Company of New York. Brussels office, 
as operator of the Eurodear System (“Eurodear"), wishing to receive the 
Payment in respect of his Bood(s| must present (its BondCsl toa Paying Agent 
at any of tbe specified offices set out below. Payment shall be made by each 
Paying Agent in respect of the Bonds presented to it by pounds sterling 
cheque drawn on. or. at the option of the Bondholder, by transfer to a pounds 
stenrng account maintained by the payee with, a bank in the City ofLondon. 
In the case of Bonds held by Cedel or Eurodcar. the Payment shall be made 
through the account of each Bondholder at Cedel or Eurodear, as the case 
maybe. 

Bonds in respect of which the Payment is made shall be stamped to indicate 
that the Payment has been made. 

ADDITIONAL INFORMATION 

Full details of the E x tra o r d i n ary Resolution and of the Proposed Sale are 
contained in tbe Information Circular prepared by the Issuer dated 10 June 
1992, copies of which are available (dr collection by Bondholders at the 
specified offices of tbe Paying Agents. If the Payment Conditions are satisfied 
a further notice will be published in tbe Financial Times specifying the date on 
and From which the Payment win be made. 

The Issuer and The Law Debenture Trust Corporation p.f.c.. the trustee for 
the Bondholders, have entered into a First SupplementalTrust Deed dated 23 
June 1992 to modify the Trust Deed dated 31 May 1989 constituting the Bonds 
and the Conditions of the Bonds to give effect to the Issuer's obligation, 
subject to satisfaction of the Payment Conditions, to make the Payment 
in respect of the Bonds. Copies of the said First Supplemental Trust Deed 
are available for inspection by Bondholders at the specified offices of the 
Paying Agents. 

PRINCIPAL PAYING AGENT 
The Royal Bank of Canada 
71 Queen Victoria Street 
London EC4V4DE 
Telephone; 071-4891188 

OTHER PAYING AGENTS 

Internationale Nedertondea Bank Kredirlhank S. A. 

iBrighun) S.AJN.V. Luxeabon r gee i se 

RuedeLignel 43 Boulevard Royal 

B-1000 Brussels L-2955 Luxembourg 

Telephone: 0103222174040 Telephone: 010 352 41971 

Bondholders whose Bonds are held by Eurodear or Cedel should contact the 
following for further information: 

Eurodear; Custody Operations Department (telephone Brussels (322) 
5191211. telex 61205): 

Cedd: Corporate Action Department (telephone Luxembourg (352)449921. 
telex 2791). 

This notice is given by: 

AVIS EUROPE LIMITED 
Avis House 

Pari Road By Order of tilts Board 

Bracknell J.A. Nicholson 

Berkshire RG12 2EW Secretary 

Dated 24 June 1992 


inspection by Bondholders at the specified offices of the 


By Order of the Board 
J.A. Nicholson 
Secretary 


BARCLAYS 

HOME 

MORTGAGE 

RATE 

Barclays Bank FLC announces that 
on and after 1st April 1992,. 
Barclays Home Mortgage Kate will 
be reduced from 1L2% to 

10 . 9 % 

per annum 


BARCLAYS 


PobUdiedb? Baidayi Bank PLC. Reg. No. 1026167. 

Bctfaeml in Lauda* Bogtaoi ft* Offer 94 Looted Smt London HOP MH. 


US$250,000,000 
ML TRUST XVI 

rr**n rt MnM Mortgye O tffcm nii. 


In accordance with the provisions 
of the Bonds, notice is hereby 
given that (he Rale or Interest has 
been fixed « 4.4375% for the 
Twenty First Hosier Interest 
Period of 20lh June, 1992 through 
to 19th September. 1992. Interest 
accrued for this Floater Interest 
Period is expected to amount to 
USS2.S7 per USSUM0 Bond. 

PRINCIPAL PAYING AGENT 
Texas Commerce Bank 
National Association 
ai the office of its agent at 
Texas Commerce Trust 
Company of New York 
80 Broad Street 
New York, New York 10004 

PAYING AND 
TRANSFER AGENT 
Citicorp Investment Bank 
(Luxembourg) SLA. 
lb Avenue Morie-Thewsc 
L-20I2 Luxembourg 

Merrm Lretfc fntma ifa—l 
Busk Limited 
Asm Bank 


Birmingham 
Mid.shires 


Building Society 


1 


£150,000,000 


Floating Race Notes 
Due 1998 


Interest Rate: 
10.1875% per annum 

♦ 

Interest Period: 

23td June, 1992 to 
23rd September, 1992 

♦ 

Interest Amount per 
£5,000 Note due 
23rd Sept., 1992: £128.04 

♦ 

Interest Amount per 
£50.000 Note due 
23rd Sept., 1992: £1,280.40 

♦ 

'Agent Bank 

Baring Brothers fit Co, Limited 


Costain seeks cash in Australia ML Holdings 

parts with its 

chief executive 


I By Andrew Taylor, 
Construction Correspondent 

COSTAIN, the troubled British 
construction, mining and prop*' 
erty group, is seeking to raise 
more cash by selling a stake in 
its profitable Australian coal 
mining subsidiary. 

The group failed, to pay a 
final dividend after mstking a 
pre-tax loss last year of £69J2m. 
It sold its British investment 
property portfolio in December 
for £lOL3m in a move to reduce 
its large borrowings. 

Mr Peter Costain, chief exec¬ 
utive, yesterday confirmed that 
the group plsimed to seek a 
listing for its Australian coal 
mining business and sell part 
of its shareholding in it later 
this year. 

Bain Capital Markets, tbe 
Australian investment bank, 
has agreed to underwrite the 
issue on the Australian Stock 
Exchange. 

The group said yesterday 
that it was seeking to take 
advantage of the growth in the 
value of its Australian busi¬ 
ness and the current strength 
of local share prices. 

Last year Costain reduced its 
net debt by £143m to £168m 
cutting gearing from more 
than. 100 per cent to 53 per 
cent. The figures, however, 
excluded £52m of off-balance' 
sheet debt on the proposed Spi- 
talflelds office development in 
east London and £38m of con- 

Vaux 
acquires 
124 pubs 

VAUX GROUP, the 
Sunderland-based brewer 
which has interests in hotels 
and nursing homes, has 
acquired 124 pubs from 
Inntrepreneur Estates, for 
£15m. 

In early April Vaux bought 
85 pubs from' Inntrepreneur 
and 28 from Whitbread in a 
£13.6m deal. At that time 
Vaux said it intended to 
increase its pub estate to 1,000 
properties. 

The current acquisition 
brings the number of pubs 
now owned by Vaux to 888 and 
strengthens its position in the 
north west of England and 
Yorkshire. 

Some 84 of the pubs will 
be operated from Vaux Brew¬ 
eries in Sunderland, the 
brewing subsidiary of the 
group, and 40 from SH Ward 
in Sheffield. 

The vendor. Inntrepreneur, 
Is a joint venture between 
Grand Metropolitan and Pos¬ 
ter’s Brewing. 


vertible preference shares. 

Its Australian, coal mining 
subsidiary has been estimated 
to be worth £L30m based on 
current reserves and coal 
prices. 

Costain's US coal mining 
operations, where it is also 
thought to have considered 
spiling a stake, are twice as 
large in terms of annual output 
but were less profitable than 
the Australian business last 
year. 

Lower profits in the ITS were 
due to a combination of reces¬ 
sion, a mild winter and uncer¬ 
tainty over the US Clean Air 
Act 

Hie Australian coal mining 
subsidiary has the contract to 
extract coal from Ravensvrorth 
open cast mine in the Hunter 
Valley in New South Wales 
and has a 28.4 per cent stake in 
a consortium which owns the 
nearby Warkworth mine. The 
two mines last year produced 
about 7m tonnes of coal, 9 per 
cent more than in 1990, gener¬ 
ating an operating profit 
thought to be between £15m 
and £20m. 

Overall, group coal mining 
profits - after taking into 
account the reductions in the 
US - declined by 24 per cent 
from £44.lm to £33.6m. 

Costain, in addition to its 
Rave ns worth and Warkworth 
interests, has a 50 per cent 
stake in a joint venture which 
has won contracts at nearby 




Trwwr rtim ptute* 

Peter Costain: seeks Australian listing: for coal offshoot 


Narama to extract coal and 
supply 2m tonnes a year for 20 
years bo the New South Wales 
Electricity Commission. 

Costain also owns a 25 per 
cent stake in a consortium 


Whitecroft falls 
27% to £4.49m 


By Ian Hamilton Fazsy, 
Northern Correspondent 

WHITECROFT, the 
Cheshire-based group which 
last week announced a sharp 
cut .in dividend to dampen 
expectations ahead of its 
results, yesterday reported a 27 
per cent drop In pre-tax profits 
before exceptional items to 
£4.49m for the year to end- 
March, with operating profits 
halved. 

The group is undergoing a 
painftil reconstruction. It is 
still disengaging from property 
but has largely completed reor¬ 
ganisation of its lighting, build¬ 
ing products, medical cotton 
fibre and textiles businesses, 
with cost savings now likely. 

Tbe final dividend wascut to 
0.7p, making 4p for the year 
compared with lOp In 1990-91. 
Earnings were 5.65p (4J26p) 
-Turnover was down 10 per 
cent at £129.19m (£143-I3m). 
Operating profit was £4.72m. 
After interest of £228,000, pre¬ 
tax profits were £4.49m. 
Accounts for the previous year 


were restated to reflect differ¬ 
ent treatment erf reorganisation 
costs. Operating profits in fis¬ 
cal 1991 were £9.45m, the 
exceptional charge ssfJtm and 
interest £&33m giving pre-tax 
profits of £2£Un. 

Whitecroft took an extraordi¬ 
nary diarge of £6J27m (£5.05m) 
in the latest period, relating 
mainly to Its withdrawal from 
property development. The 
retained loss for the year was 
£5-69m (loss of £&98m a year 
earlier). 

The group sold its house¬ 
building division in January, 
reducing borrowings by £6m 
but year-end gearing was still 
78 per cent on shareholders’ 
fkmds of £45ul 

Ongoing sales of houses it. 
retained Is expected to bring in 
£4m, with another £800,000 of 
deferred consideration to come. 

Mr Peter Goold chairman, 
said all construction was com¬ 
pleted and several lettings had 
now been achieved. 

The biggest single develop¬ 
ment is a complex of shops and 
offices in Sheffield. 


which has won the right to 
prospect coal reserves at Ben¬ 
galis, also in New South Wales, 
which the group estimates 
could produce 6m tonnes a 
year by the late 1990s. 


BUPA 
claims 
85% of 
Murrayfield 

THE BRITISH United Prov¬ 
ident Association (BUPA) has 
reached agreement to acquire 
the 71.4 per cent of Murray¬ 
field, a hospital in Edinburgh, 
which it does not already 
own. 

The offer, 394p in cadi for 
each Murrayfield share, values 
the 79-bed purpose-built hospi¬ 
tal at £13.8m and the balance 
of the shares at film. 

The shares are being 
acquired by BUPA Invest¬ 
ments, an offshoot of 
BUPA 

Irrevocable undertakings to 
accept the offer .have been 
received in respect of 56J2 per 
cent of Murrayfield’s equity 
taking BUPA’s interest to 84.7 
per cent in aggregate 

The board of Murrayfield 
and its financial advisers. 
Noble Grossart, consider the 
terms to be “fair and reason¬ 
able.’’ BUPA said the offer was 
final and would not be 
increased. 


NEWS DIGEST 


Sterling 
Industries 
falls to £3.5m 

IN LINE with comments issued 
in last year's statement, pre¬ 
tax profits at Sterling Indus¬ 
tries, the engineering group, 
fbll from £4.07m to £L5m in the 
year to March 31. 

The downturn was blamed 
on the general economic cli¬ 
mate, with the hydraulics divi¬ 
sion suffering the brunt of the 
slow-down and incurring an 
operating loss of £29,000 
against a £755,000 profit last 
time. Combustion engineering 
was less affected, with a £L83m 
(£&43m> operating figure. 

Group turnover was down at 
£34Jm (£39^m). Earnings came 
out at 7.45p (9.02p) and an 
unchanged final of Alp main¬ 
tains the total at 5.6p. 

Net assets rise at 
I&S Optimum 

Net asset value per share of 
I&S Optimum Income Trust 


stood at 95-86p at tbe May 31 
year end, a 5 per cent advance 
on the 9l.39p at the corre¬ 
sponding date last year. 

Net revenue for the year fell 
marginally from £2.2m to 
gl im Earnings slipped from 
7.54p to 7-25p per share as the 
trust's increased exposure to 
equity Investments resulted in 
a fell in interest received from 
fixed interest securities and 
fluids held on deposits. 

The final quarter’s dividend 
is lJ&p making a total for the 
year of 7£5p (7p). 

Amber Industrial 
Improves to £2.55m 

Amber Industrial Holdings, the 
speciality chemicals company 
75 per cent owned by Caledo¬ 
nia Investments, lifted pre-tax 
profits from £L6im to £2J>5m 
in the year to March 31. 

However the result last time 
was after a £785,000 exceptional 
debit. 

Mr Peter Buckley, chairman, 
said the year reflected the first 
fall period of its Ambersfl. sub¬ 
sidiary’s occupation of the new 
factory at Bridgwater. Higher 
overheads at the premises, dif¬ 


ficult trading conditions in the 
UK and the failure to find a 
buyer for the vacated Basing¬ 
stoke premises had all held 
back profitability, he said. 
However, he was confident 
t h at In time the benefits of the 
move would show through. 

Turnover improved to £16.4m 
(£14.9m). Although cash bal¬ 
ances had continued to grow 
lower interest rates had held 
back net interest received to 
£490,000 (£619,000). 

Mr Buckley added that tbe 
company continued to seek 
opportunities to expand the 
business. 

An Increased ffwn) dividend 
of HL5p (I2p) is recommended 
for a 17p (I6.5p) total, payable 
from earnings of 34p (23p) per 
share. 

1992. However the result last 
time was after a £785,000 excep¬ 
tional debit 

Mr Peter Buckley, the chair¬ 
man, said tbe year reflected 
the first full period of Its 
Ambersil subsidiary’s occupa¬ 
tion of the new factory at 
Bridgwater. Higher overheads 
at the premises, difficult trad¬ 
ing conditions in the UK and 
the failure to find a buyer for 
the vacated Basingstoke prem¬ 


ises had all held back profit¬ 
ability, he said. However, he 
was confident that in time the 
benefits of tbe move would 
show through. 

Turnover improved to £ 16.4m 
(£14.9m). Although cash bal¬ 
ances had continued to grow 
lower interest rates had held 
back net interest received to 
£490,000 (£619,000). 

Mr Buckley added that the 
company continued to seek 
opportunities to expand the 
business. 

An increased final dividend 
of 12-5p (12p) is recommended 
for a 17p (166p) total, payable 
from earnings of 34p Cap) per 
share. 

Shoprite advances 
strongly to £1.04m 

A strong advance In half-year 
pre-tax profits, from £126,000 to 
£l.04m, was reported by Sho- 
prite Group, the Isle of Man- 
based grocery and vehicle 
retailer which has interests in 
property. The group is also pro¬ 
posing to pay a maiden interim 
dividend of 2p. 

The result for the six months 
to May 3 was achieved on turn- 


POWER GENERATION 
EQUIPMENT 


The FT proposes to publish this survey on 
July 30th 1992. 

The FT is read by over 1000 top European 
businessmen in power, energy and water 
industries and 8,500 senior businessmen who 
specify or audio rise the purchase of industrial 
plant & equipment. This is more than any 
other international publication in Europe. If 
you would like further information on how to 
reach this important audience, please call 
Bill Castle, 
on 071 873 3760 
or fax 071 873 3062. 

Paul source: European Businas Readership Sumy 1992 



YORKSHIRE & HUMBERSIDE 


The FT proposes to publish this 
survey on 

July 24 1992. 

It will be of particular interest to the 
130,000 directors and managers in 
the UK who read the weekday FT.* 
If you want to reach this important 
audience, call 

Hugh Westmacott 
Tel: 0532 454969 
Fax: 0532 423516 
Permanent House, 

The Headrow, 

Leeds, LSI 8DF 


Data source!* BMRC Businessman Survey 1990 




By Daniel Green 

ML HOLDINGS, the aerospace 
and electronic components 
group, yesterday parted com¬ 
pany with its chief executive 
just a day before publication of 
the group's preliminary 
results. 

Today’s figures will show 
that the company fell into loss 
for the year to March 1992. 

ML's directors decided unan¬ 
imously at yesterday’s board 
^paring that Mr Peter Pollock 
would cease to be chief execu¬ 
tive. He was not available for 
comment 

Mr Timothy Sallitt, chair¬ 
man, became acting chief exec¬ 
utive and said that a replace¬ 
ment for Mr Pollock had been 
found from an engineering 
company. He would take up his 
post “within weeks rather than 
months”. 

Mr Sallitt said that although 
the timing of the announce¬ 
ment of Mr Pollock’s departure 
could have been better, the 
decision was not directly 
related to the results. 

The change in chief execu¬ 
tive was prompted more by “a 


□uestion of management style 
than bottom line perfor¬ 
mance". he said. 

ML Holdings shares fell 7p to 

^The change comes alter a 
particularly difficult period for 
the company. One ofits bigg^t 

contracts, for tbe JP233 airfield J 
denial bomb which was used in 

the Gulf war, came to an end 

last year. . . . 

The JP233 accounted for 
E34m of the group's £64.8m 
turnover in 1987. but only Elm 
last year. _ t 

It was one of the factors that 
a year ago led to a 41 per cent 
decline in profits to £6.3m. Mr 
Pollock’s salary was cut by 38 
per cent to £149,000. 

Mr Sallitt became chairman 
in March with the remit to 
turn the company round by 
strengthening its non-military 
businesses. He decided that a 
new chief executive was 
needed. His chosen candidate 
accepted the offer of the post 
yesterday. 

Mr Sallitt became a non-exec¬ 
utive director of ML last year, ^ 
having left the board of 
Hawker Siddeley in 1990. 


Birkdale returns 
to dividend list 


By Gary Mead, 

Marketing. Correspondent 

THE BIRKDALE Group, 
holding company of a range of 
marketing, advertising and 
public relations agencies, 
turned in pre-tax profits of 
£202,000 for the year ended 
March 31 1992, following the 
previous year's loss of £1.53m. 

Group turnover was £31.2m 
(£25 .8m), with operating profits 
of £221,000, against a 1991 oper¬ 
ating loss of £645,000. 

Mr Neil McClure, chief exec¬ 
utive, announced that tbe 
group would resume dividend 
payments, at a nominal Q2p, 
after three years of no divi¬ 
dends. Earnings per share were 
L5p (losses of 15.6p). 

Birkdale, under its former 
name of Bru fining, first went 
public in 1961. Mr Simeon Gal- 
pert, finance director, said that 
in its 30 years the group had 
never made pre-tax profits 
greater than Elm, but that 
there were strong chances of 
soon reversing that record. 

Mr McClure took over as 
chief executive in October 1989, 
when Birkdale was burdened 


over more than doubled from 
£l8m to £37.7m. The profits fig¬ 
ure is only slightly short of the 
outcome for the 1990-1991 year. 

Mr Deryck Nicholson, chair¬ 
man and managing director, 
said the Scottish expansion 
bad been the main contributor 
to the improved results - Sho¬ 
prite opened seven new stores 
there bringing the total to 18 at 
the period end. 

This growth was expected to 
continue as sufficient fur¬ 
ther sites had been identi¬ 
fied to meet the company’s 
store opening plan for the next 
18 months, Mr Nicholson 
added. 

Within this programme up to 
17 stores could be opened in 
the second half, 

The interest charge fell 
slightly to £742,000 (£759,000). 
Net gearing stood at 51 per 
cent at the period end. Earn¬ 
ings surged to 6.3p a share 
against lp last time. 

Hambros Inv net 
asset value lower 

Hambros Investment Trust, a 
subsidiary of Hambros, had a 
net asset value of 46.78p at 


with bank debts of £7m. While. 
Birkdale now has a £500,000 
overdraft facility with National 
Westminster bank, the group 
ended its financial year with 
net cash reserves of £354,000, 
he said. 

Since taking over Mr 
McClure has reduced staff 
numbers from 700 to 300. All 
Birkdale employees are now on 
one-year contracts and manag¬ 
ers have profit share incen¬ 
tives. 

Operating margins are cur¬ 
rently about 10 per cent at 
group leveL Revenues per 
employee stand at about 
£30,000, tar beneath compara¬ 
ble sector figures, but Mr 
McClure anticipates that the 
current year will see consider¬ 
able improvements to those fig- 
.,ures. Reductions in tbe cost 
base “are a never-ending pro¬ 
cess as far as we are con¬ 
cerned,” he added. 

A key executive role will be 
provided for Mr Richard Hum¬ 
phreys, who joined Birkdale in 
May alter being forced from his 
post as chief executive of Saat- 
chi and Saatchi Worldwide in 
February. 


March 31 compared with 4 8£p 
a year earlier. 

Net revenue for the 12 
months fell from £l.35m to 
£49,065 after a tax credit of 
£25,286 (£325,841 charge). Earn¬ 
ings per share dropped to OJOlp 
026 ph 

CMW Group warns 
of downturn 

CMW Group, the USM-quoted 
architect and planning consul¬ 
tant, has warned that profits 
for Che first half of the current 
year would be lower than 
expected. 

Delays on contracts and 
reduced fees at Covell Mat¬ 
thews Wheatley Architects 
have affected both revenue and 
profit in the second quarter, 
the company said. 

Action has been taken to 
reduce overheads, the costs of 
which will be provided for in 
the interim results to be 
announced shortly. 

These measures and new 
commissions will restore mar¬ 
gins in the second half, but 
year-end profits will still be 
below expectations, the direc¬ 
tors added. 


WALES 

The FT proposes to publish this survey on 
September 16 1992. 

from its print centres in Tokyo, New 
York, Frankfurt, Roubaix and London.lt 
will be read by senior businessmen and 
government officials in 160 countries 
world wide. It will also be of particular 
interest to the 130,000 directors and 
managers in the UK. who read the 
weekday FT. If you wish to reach this 
important audience with your services 
expertise or products whilst maintaining a 
high profile m connection with Wales call 
Clive Radford 

on 0272 292565 Fax 0272 225974 
Merchant Hou se,gapping Road. Bristol 
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COMPANY NEWS: UK 


Conrad Black’s Hollinger group will retain majority holding 

Telegraph flotation at 325p 
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eturns 
1 list 


By Maggio.Urry.' V 

THE PRICE for the flotation of 
the Telegraph mas set yest&r- 
■ day at 3ffip, giving the group a 
market value of £485-5m. Mr 

Conrad Black's Hollinger 
group.is reducing:its stake in 
the newspaper publisher from 
87 per cent to 68 per cent 
-through the sale of 26m shares, 
raising £84.5mbefore expenses. 

The company is not raising 
■any new money; Hollinger, the 
Canadian-based group, plans to 
retain a majority holding in 
the Telegraph. - 

- ■ The price is-lower than ear¬ 
lier hopes suggested, reflecting 
some weakness in the stock 
market in recent weeks. 


£13.5m 


Mr Russell Edey. of NM 
Rothschild, the merchant bank 
advising on the flotation, said, 
“in the jolly days after the elec¬ 
tion we would havegot-a few 
pennies more.” He said he did 
not think either the cancella¬ 
tion of.the GPA flotation.or 
concern about Mirror Group 
Newspapers had directly 
affected the issue. 

The price puts the group on 
an historic hilly taxed p/e of 16, 
and a prospective gross yield erf 
4.1 per cent on the lOp net divi¬ 
dend the Telegraph is forecast¬ 
ing for the 1992 financial year. 

. Of the 26m shares being sold, 
13m are available to the public 
with up to 10 per cent of those 
earmarked for Telegraph 


employees. The other 13m 
shares have been placed, 12m 
in the UK and lm In Canada. 

Applications close on July l 
and the !»«« of allocation is 
expected to be announced by 
July 2. Dealings are due to 
start on July & 

• COMMENT 

The great imponderable in the 
Telegraph flotation is how 
many of its readers will apply 
for shares. The assumption is 
that their social class and pro¬ 
pensity . to own shares will 
combine with a loyalty to the 
brand to persuade them to 
apply in droves. On that basis 
the issue should go well, and 
there should be a premium in 


the after-market. But whether 
the Telegraph constitutes a 
sound long-term investment at 
this price is quite another mat¬ 
ter. There are no directly com- 
parablestocks, but a prospec¬ 
tive p/e of around 16 Vi on 
forecasts of £42m pre-tax 
(£405m in 1991) is a sizeable 
premium to the market, while 
the forecast yield is at a dis¬ 
count That looks a bit steep 
for a mature business with a 
still 'de clining customer base. 
Add the likelihood that the 
company will be the vehicle for 
the personal ambitions of its 
majority owner and an even 
more cautious approach is jus¬ 
tified. 

See Observer 
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for Plysu 


By Richard Goutlay 

. PLYSU, the plastic bottle and 
hoaseware manufacturer 
based In MUton Keynes, has 
announced a European expan¬ 
sion through'the £J 3 - 5 m pur¬ 
chase of a Benelux-based blow 
moulded plastics container 
company. 

The company is paying for 
SEP Group through a vendor 
placing: of 3.12m shares at 
276J>p, which raised £8.6m, 
and about £2.5min cash. The 
vendors )viU also keep about 
£2.3m of Plysn shares for at 
least one year. 

Mr Bichard Gordon, chief 
executive, , said the acquisition 
would provide a platform for 
further growth In Europe, In 
particular in France where the 
company has been seeking to , 
expand. 1 

. The deal will be earnings 
. enhancing in. the year to 
March 1993 and leaves the 
group with a pro-forma bal¬ 
ance-sheet that Is virtually 
ungeared. 

' The acquisition follows two 
years in which Plysn has 
grown rapidly aifta capturing 
a large slice of a relatively 
. new UK market for resealable 
. plastic milk bottles for the 
supermarket and.dafry trade. 

’SEF- had kales ot £23.6m:ln 
-idle'year to December 31, and 
made pre-tax profifo (tf >tl^n, 
down from 22.1m after , being 
Tut by .fluctuations: in raw 
material prices as a result of 
‘ the Gulf war. It had itrt assets 
of £9,lm at the last balance 
, sheet date. 

Plysn believes its existing 
smaller blow moulding opera¬ 
tion in the Netherlands wfllflt 
--well with SEPYoperations and 
markets. 

Robert Fleming, the mer¬ 
chant bank, underwrote the 
share placing with institutions 
yesterday at a 3 per cent dis¬ 
count to the market price of 
285p at which the shares 
dosed. 





Eugene Anderson: rationalisation programme had progressed satisfactorily 

Ferranti loss reduced to £40m 


By Angus Foster 

FERRANTI International's 
disposals and cost cutting 
helped generate a small cash 
inflow of £ 20 - 2 m in the year to 
March 31, compared with an 
outflow of £16L6m in the previ¬ 
ous period. 

Interest charges.for the elec- 
4yonlc3 grwip, wjhldi supplies 
advanced'systems for business, 
defence and the community, 
fell from 2149m to £13.5m and 
exceptional charges, due to 
restructuring, were also lower 
at £135m (£65.4m). 


The pre-tax loss was there¬ 
fore contained at £39.6m 
(£98. lm) although turnover fell 
to 2362.6m (2458m). This fol¬ 
lowed an interim loss of S&fim 
on sales of 2212.4m. There was 
- a loss per share of 4p (lL5p) 
and no dividend Is proposed. 

•' Mr Eugene Anderson, the 
chairman and rfifef executive, 
‘^said the rationalisation pro¬ 
gramme had progressed satis¬ 
factorily, and by the year end 
the workforce had been 
reduced by 41 per cent to 5*174. 
’ The £4Llm recovered in rela¬ 
tion to the International Signal 
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and Control fraud, which can 
be paid to special shareholders, 
will not be distributed until 
Ferranti restores distributable 
reserves. 

The year’s losses required a 
244.1m transfer from reserves, 
and shareholders' fends fell to 
£7L9m (£ll2J>m). 

• COMMENT. 

Judging by yesterday's 17 per 
cent rise in the share price to 
10'Ap, Ferranti has just been 
promoted from write-off to 
recovery play. Although £44. lm 
of attributable losses are 
hardly inspiring, the City 
seemed prepared to breathe a 
sigh of relief at what might 
have been. But while the com¬ 
pany's survival now seems j 
more secure, it remains reliant 
on an unfashionable defence 
sector for more than half its 
earnings. And the main prob¬ 
lem for investors is how to 
value a company which has 
been forced to sell its family 
stiver. Nevertheless, the com¬ 
pany Is forecast to break even 
this year, perhaps rising to 
£I 0 m profits in 1994. On the 
basis of turnover and longer- 
term earnings, the shares can 
go higher. But an the basis of 
assets, they look about right 


Contractors 
consider 
action over 
Canary 
Wharf 

By Andrew Taylor,- 
Construction Correspondent 

A GROUP of about a dozen 
contractors Is considering pur¬ 
suing legal action against 
Olympia & York in a bid to 
free money owed for building 
work on the failed £1.5bn 
Canary Wharf development in 
London's docklands. 

' The project was placed into 
adminis tration at the end of 
las t mouth after Olympia & 
York, the developers, ran into 

financial trouble. 

Administration is designed 
to prevent creditors, such as 
contractors, from pursuing 
claims while attempts are 
mafia to reorganise the busi¬ 
ness. 

Partners of Erast & Young, 
the accountancy firm, who 
were appointed administrators 
to Canary Wharf at the end of 
May are today due to reveal to 
bankers in Toronto their ini¬ 
tial findings and outline a 
strategy for dusting with the 
troubled project. 

About £60m is estimated to 
be owed to construction com¬ 
panies which have worked on 
the project. 

The group of contractors, in 
a bid to recoup some of this 
money, is considering starting 
a class action against Olympia 
& York. This would allow 
them to sue the developers 
direct and avoid becoming 
ensnared by the administra¬ 
tion procedure. 

The companies - which are 
thought be owed more than 
210 m - have been taking 
legal advice' from Davies 
Arnold Cooper, a targe firm of 
City solicitors. 

The solicitors said last night 
Out a decision on whether to 
proceed with legal action 
coold depend npon what 
Canary Wharf administrators 
might announce today. 

Mr Nigel Montgomery, part¬ 
ner in the firm’s construction 
insolvency unit, said: “An 
adminis tration places a ring 
fence around a business which 
keeps creditors out 

“This action would enable 
contractors to elaim that 
assets on the other side of this 
fence belong to them and 
therefore should be handed 
over and not used to the bene¬ 
fit of other creditors. A class 
action enables companies 
which might not be able afford 
it on their own to group 
together and share costs.” 

The action concerns contrac¬ 
tors' plant and equipment 
which remains on site as well 
as money owed to than which 
has been retained by the devel¬ 
opers against the possibility of 
defects arising after comple¬ 
tion of the bonding. 

Developers can retain to 
ZYi per cent of the cost of the 
works for up to 12 months 
after legal completion of con¬ 
struction. 

Contractors will argue that 
retention money and plant 
legally belongs to them and 
therefore cannot be held back 
by Olympia & York or the 
administrators. 





Halma moves 
ahead to £15.5m 


Guinea Holdings Ltd. 

through 

Callendar Square Limited 


£12,000,000 
Bridging Facility 

. . to complete the construction of the 
Callendar Square Shopping Centre, Falkirk 



By Peter Pearse 

AFTER LAST year’s blip in 
its almost unblemished 19-year 
growth record, Halma, the 
safety and environmental 
control group, returned to 
its upward path in the year to 
March 28 with pre-tax profits 
17 per cent ahead at £l&5m. 

The rise from 213.3m was 
struck on. turnover up 15 per 
cent from £81.9m to 294.5m. 
Furthermore the company was 
proud to point out that a sur¬ 
vey on the size and consistency 
of dividend increases put 
Halma at the top of the list 
with 13 years of annual 
increases of at least 20 per 
cent 

This 14th time the total divi¬ 
dend is lifted 25 per cent to 
2.195p (L755p) with a recom¬ 
mended final dividend of 1.332p 
<L065p). 

Mr David Barber, chairman 
and managing director, 
explained that the previous 
year’s 6 per cent slip in p ro fi t s 
from £24. im - due mainly to 
recession in the UK and the US 
- bad in fact helped Halma 
this Hnw 

He said that when p r ofi ts fell 
at a "self-propelled’' company, 
like Halma, this ensured and 
encouraged management 
action which In turn led 
to growth in the following 
period. 

The spread of businesses 
helped protect the company 
which could target acquisi¬ 
tion possibilities within its 
area of management expertise 
and then move into those mar¬ 
kets. 


Expansion by acquisition 
was the other factor behind the 
resumption of Halma's growth. 

All had gone well, said Mr 
Barber. It bought Tradinco, 
the Dutch pressure calibration 
company, in April 1991; Palmer 
Environmental Services and 
Surveys, which detects water 
leaks in underground pipes, in 
November; Detection Instru¬ 
ments, the gas detection 
instruments company now 
integrated into Crowcon Detec¬ 
tion Instruments, in December, 
add Perma Pure, which 
removes water vapour from 
gases, this January. 

The total cash expenditure 
on these was £2.96m, down 
from last time's acquisition 
cash bill of £4^m. 

Halma was now more 
focused on Europe and would 
be looking to expand further 
there. Mr Barber said. The 
European operations were 
making almo st OS much profit 
as the well-established US side. 

Group sales in the UK, he 
said were only 5 per cent up. 
against a 42 per cent increase 
on the Continent. Overall, 
direct exports grew 32 per cent 
to £23.7m and overseas sales 
accounted for 47 per cent erf 
total group sales, against 42 
per cent a year ago. 

On top of that Halma’s “rel¬ 
atively green” areas of busi¬ 
ness - the water and air moni¬ 
toring and treatment, and 
safety interlocking sides which 
accounted for about 40 per cent 
of group turnover - had been 
Halma's “most buoyant** areas. 

Earnings worked through at 
7.7lp (6-8lp) per share. 


Price rises boost Wessex 
Water 16% to £76.9m 


By Angus Foster 

WESSEX Water, the supplier of 
water and sewerage services 
from Bristol to Bournemouth, 
yesterday continued the flow 
of recent strong results from 
the privatised water industry. 

For the 12 months to end- 
March profits at the pre-tax 
level rose to £76.9m, a 16 per 
cent improvement over the 
previous year’s £66m. The 
increase mainly refelected 
average price increases of 145 
per cent 

Wessex Waste Management, 
the 499 per cent-owned joint 
venture set up last year with 
Waste Management of the US, 
made a first contribution of 
£900,000. Mr Nicholas Hood, 
chainnan of Wessex Water, 
said the venture’s profits were 


“on track and it’s going well" 

Group turnover increased by 
14 per cent to £l905m. How¬ 
ever, operating costs rose by 
1&8 per cent due to inflation 
and one-off charges. 

These included £1.8m of 
extra severance provisions and 
21.3m of bad debt provisions - 
a 50 per cent increase. Wessex 
has one of the lowest discon¬ 
nection rates for non-payment 
of bills. 

Interest receivable, earned 
on money raised through the 
sale of a 14£9 per cent stake to 
Waste Management of the US, 
was unchanged at £85m. 

Capital investment on 
improving water and sewerage 
quality Increased to £138m 
(£97m), although the depreda¬ 
tion and infrastructure 
renewal charge was stable at 


£29.4m (£29m). 

By the year-end the compa¬ 
ny's net cash position bad 
declined from £94m to 215m. 
Although it was likely to 
become slightly geared in the 
current year it would return to 
net cash by the year end. 

Fully diluted earnings rose 
to 57.9p (50.3p) and a recom¬ 
mended final dividend of I2.9p 
(ll.6p) makes a 19.5p (I7.7p) 
total, an increase of 10.2 per 
cent Dividend cover increased 
slightly to 3.4 (3JJ) times. 

Mr Hood said Wessex was 
“fully supportive” of recent 
moves by the National Rivers 
Authority to reduce abstrac¬ 
tion from low flowing rivers. 

Wessex had cut in half its 
abstraction programme for the 
River Piddle In Dorset, he said. 

See Lex 


Capital restructure for NSM 


By Roland Rudd 

NSM, the heavily-lndebted 
international coal mining 
group, yesterday announced 
plans for a capital reorganisa¬ 
tion. 

It also reported a £5.7m loss 
before tax for the year to end 
March compared with previous 
profits of £3.7m. 

The loss was inflated by a 
£3.4m exceptional item relating 
to the rescission of a faml sale 
contract 

Preference and ordinary divi¬ 
dends are being passed - in 
the previous financial year 
ordinary dividends totalled 
0.5p. Losses per share of 0.44p 
compared with earnings of 
0A4p. 

A proposed equity restruct¬ 
uring, which will give prefer- 

Cupid to 
raise £2.7m 
in rights 

CUPID, the USM-quoted 
wedding gown designer, is 
planning to raise a net £ 2 .68m 
via a l-for-2 rights issue at 82 p. : 

The money will be used to 
expand the company's nursery 
care division, fund ; worlung 
mpltal requirements and repay 
borrowings. 

Largely as a result of the 
acquisition of the Youngs for¬ 
mal wear business for W-frm in 
cash, the group’s borrowings 
have risen to £4^m with gear¬ 
ing at 93 per cent 

The issue will help reduce 
borrowings to a more “pru¬ 
dent” level and enable the 
company to expand. 

The combination of the Pron- 
uptia bridal wear business and 
Youngs retail chain has 
already given Cupid a network 
of 92 shops focusing on the 
wedding business. 

The emphasis will now be on 
expanding the Quilty nursery 
products side. 

The issue is underwritten by 
BZW and brokers are Zoete & 
Bevan and Charlton SeaL 

Cupid’s brokers have under¬ 
taken to place the existing 
shareholding of Sorietd Gdnfir- 
ale Merchant Bank - 652,741 
ordinary, representing 9JL per 
cent of the current Issued 
share capital - with institu¬ 
tional and other investors at 
85p per share provided they 
agreed to take up the rights 
attaching to the shares placed 
with them. 

Cupid’s shares closed at 90p, 
down 5p on the day. 


ence shareholders 80 per cent 
of the new share capital, will 
be put to an extraordinary gen¬ 
eral meeting. 

Group borrowings fell from 
£95m to £87m against share¬ 
holders’ fUnds of £50m. 

The group said it was plan¬ 
ning to dispose of further non¬ 
core businesses worth between 
£15m to £20m. Last year it sold 
Bison, its building materials 
arm, for 230.7m. 

Extraordinary items of 
£89.2m related mainly to good¬ 
will that arose on the purchase 
of Bison and its subsidiaries. 
The loss does not affect net 
assets because the goodwill 
was originally written-off at 
the time of purchase. 

The group's annual interest 
charge increased to 211.2m 
(£9m) since the Bison sale was 

Wassail 
takes stake 
in Fenner 

FENNER, the industrial group, 
yesterday disclosed that Was¬ 
sail, the mini-conglomerate 
run by former Hanson execu¬ 
tives, had acquired a LB per 
cent stake. Fenner’s shares 
yesterday rose 4p to close at 
83p. 

Mr Christopher Miller, 
chairman of Wassail, said: 
The stake has been taken for 
Investment purposes.” He 
declined to comment farther. 

Fenner is to dose some of its 
power transmission division 
manufacturing units in Hall 
with the loss of abont 200 
jobs. 

The company said the move 
was in line with its strategy of 
reducing its cost base to 
enhance its competitive posi¬ 
tion in the UK power transmis¬ 
sion market Some 680 people 
are currently employed at Fen¬ 
ner’s Hull power transmission 
division. 


only completed in December. 

Mr John Jermine, chief exec¬ 
utive, said: “We are now a coal 
mining business in the UK and 
the US. There will not be any 
more diversification into other 
areas." 

The group is hoping to bene¬ 
fit from the government’s 
planned privatisation of British 
Coal. Mr Jermine said he 
would be asking ministers to 
end the £5 a ton royalty pay¬ 
ment to BC. 

Operating profits fell from 
£!2.8m to £9m on turnover of 
2147.3m (£185 9m). 

The UK mining division, 
which is one of the country's 
largest opencast coal contrac¬ 
tors, generated revenues of 
£63,5m (2545m). The US coal 
division sold 3m tons of coal 
compared to 25m tons. 

Few takers 
for Europa 
rights issue 

EUROPA MINERALS, the UK 
mining and finance house, has 
received acceptances for only 
155 per cent of the 85.1m new 
ordinary shares on offer in its 
9-for-4 rights issue. 

The 715m shares not sub¬ 
scribed for will be taken up by 
the sub-underwriters at the 
issue price of 5p each. Existing 
Europa shareholders acting as 
sub-underwriters will take up 
some 30 per cent of the offer. 

The 2357m rights issue was 
launched at the end of May 
after a boardroom upheaval 
which led to Europa's three 
non-executive directors being 
replaced by two executive 
directors of Austmln, a small 
Australian mining company 
which Is Europa's biggest 
shareholder. On taking up its 
rights Austmin’s stake in Eur¬ 
opa was expected to increase 
from 145 per cent to between 
18 ami 20 per cent 
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Current 

payment 

Date of 
payment 

Corres - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

Alrtours -- 

_Int 

0-55 

July 29 

0.5* 

- 

5.75 

Amber Industrial. 

_fin 

12.5 

Aug 10 

12 

17 

165 

BMdate-- 

—(in 

0.2 

Oct 30 

nil 

05 

nil 

Hatana ___fin 

1532t 

Aug 14 

1.085* 

2.185 

1.755 

l&S Optimum 

_fin 

1.85 

Aug 7 

1.8 

7.25 

7 

Sboprfte 

.—.int 

2 

Oct 2 

- 

- 

5J2 

Starting Inds- 

_-fin 

4.1 

Aug 14 

4.1 

5.6 

55 

Wessex Water _ 

—Jin 

125 

Oct 1 

11.6 

19.5 

17.7 

WMtecrofl- 

_fin 

0.7t 

Aug 10 

5.4 

4 

10 


Dividends shown pence per share net except where otherwise stated. 
fOn increased capital. 'Adjusted tor scrip issue. §USM stock 


This advardsamont Is issued In compliance with the requirements of The International Stock 
Exchange of the United Kingdom and the Repubfic of Ireland Limited (the "London Stock Exchange") 
and does not constitute an Invitation to any person to subscribe for, or purchase, any securities. 
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■HMM SUU-ONG SOCIETY 

(incorporated in England as a building society registered with tha Central Office 
of the Registry of FrientSy Societies in London under number 706 8) 

Placing by 


CHARTERHOUSE 

Charterhouse Bank Limited 

of 

£ 20 , 000,000 

1 2% percent. Permanent Interest Bearing Shares ("PIBS") 

Application has been made to the London Stock Exchange for the PIBS to be admitted 
to the Official List. It is expected that the PIBS will be admitted to the Official List and 
that dealings will commence on 1 July 1992. 

Listing Particulars dated 23 June 1992 relating to North of England Building Society will 
be included in the Companies Bche Service available from Extel Financial Limited. Fitzroy 
House, 13-17 Epworth Street, London EC2A 4DL from 15.00 hours on 25 June 1992 
and may be obtained during normal business hours by collection only until and including 
26 June 1992 from the Company Announcements Office of toe London Stock Exchange. 
Old Broad Street, London EC2N 1HP and until and including 6 July 1992 from: 


North of Engl a nd Bulking Society,. 
50 Fawcett Street. 
Sunderland 
SRI ISA 


Chartarfiouaa Bank Limited. 
1 Paternos te r Row, 

St. Paid's, 

London EC4M7DH 
24 June 1982 


Charterhouse Tifney, 
1 Paternoster Row. 

St. Paid’s, 
London EC4M7DH 
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COMMODITIES AND AGRICULTURE 


Cocoa futures 
prices hit fresh 
16 Vi-year lows 


By David Blackwell 

LONDON COCOA prices fell to 
fresh 16'A-year lows yesterday 
as the Inexorable decline con¬ 
tinued. Some traders now see 
the second position contract 
falling to £500 a tonne before 
long. 

The September contract 
touched a low of £520 a tonne 
in early trading before recover¬ 
ing to close at £523 a tonne, 
down £7 on the day. 

Two main factors are keep¬ 
ing prices permanently under 
pressure, according to Mr Tony 
Chadwick of Prudential Bache. 
First, West African crops - 
particularly in the Ivory Coast, 
the biggest producer - have 
been better than had been 
expected, and second, demand 
from the former Soviet Union 
has fallen dramatically. 

The combination of better 
production performances and 
lower consumption than expec¬ 
ted has forced analysts to 
revise sharply downwards 
their original projections for 
the first deficit in the world 
cocoa supply-demand balance 
for eight years. The Interna¬ 
tional Cocoa Organisation has 
cut its forecast to 115,000 
tonnes from an earlier 140,000 
tonnes and Gill & Duff us, the 
London trader owned by 
E.D. & F-Man, last month 
reduced its estimate to 107,000 
tonnes from 177,000 tonnes. 
The Economist Intelligence 
Unit is predicting a deficit of 
only 83,000 tonnes. 

Mr Lawrence Eagles, analyst 
with GNI, the London futures 
broker, said yesterday’s decline 
followed light trade selling in a 
market “devoid of any specula¬ 
tive Interest". The only factor 
on the horizon that could pro- 





>v’» 

vide any bullish news was the 
talks in Geneva from July 6 on 
a new international cocoa 
agreement. “This has been 
largely ignored and there is a 
possibility of a surprise,” he 
said. 

Cocoa producing countries 
last week issued a statement, 
after a meeting in -the Ivory 
Coast, urging consumers to 
join in working towards an 
agreement with price-support¬ 
ing clauses by the end of the 
current cocoa year in Septem¬ 
ber. “Producer countries feel it 
is vital to envisage interim pro¬ 
visions to face up to the grave 
crisis in the cocoa economy 
before a new accord takes 
effect" 

The EIU In its latest World 
Commodity Forecasts predicts 
a “sluggish upturn” in prices 
next year to an average price 
of 00 cents a lb compared with 
an average of 51 cents this 
year. But It points out that the 
market has “a disconcerting 
habit of confounding the pun¬ 
dits. Every new low is seen as 
the bottom and yet prices go 
on falling ". 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
week’s in brackets). 

ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1,725-1,750 
(1,720-1 ,745). 

BISMUTH: European free 
market, min. 99 39 per cent, t 
per lb, tonne lots in warehouse, 
230-2.60 (2.40-2,80). 

CADMIUM: European free 
market, min. 99.5 per cent, 9 
per lb, in warehouse, 0.454.80 
(same). ' 

COBALT: European free 
market, 99.5 per cent, 9 per lb, 
in warehouse, 24.75-25.75 (25.25- 
2&2S). 

MERCURY: European free 
market, min. 99.99 per cent, $ 
per 76 lb flask, in warehouse, 
140-160 (same). 

MOLYBDENUM: European 
free market, drummed molyb- 


dlc mode, 9 per lb Mo, in ware¬ 
house, 2.35-2.43 (JL30-2.43). 

SELENIUM: European free 
market, min 99.5 per cent, 9 per 
lb, in warehouse, 4H0-5.50. 

TUNGSTEN ORE: European 
free market, standard min. 65 
per cent, 9 per tonne unit GO 
kg) WO3, cif, 55-64 (same). 

VANADIUM: European free 
market, min. 96 per cent, 9 alb 
VjOs, df. 2.08-2.15 (2.05-2.15). 

URANIUM: Nuexco exchange 
value, 3 per lb, U 3 0», 7.75 
(same). 
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French farmers in unequal struggle for survival 

William Dawkins reports on despairing attempts to turn back the tide of agricultural policy reform 


F RANCE’S FARMERS 
are embarking on the 
final round of a fight for 
survival. 

Thousands of them unsuc¬ 
cessfully attempted to blockade 
Paris yesterday, as France's 
great and good converged on 
Louis XIV's chateau In Ver¬ 
sailles to vote on the country’s 
European future. 

- Some of the angrier members 
of Coordination Rurale, a 
minority splinter group that 
wants the government to over¬ 
turn last month’s European 
Community farm policy 
reforms and raise form prices, 
had promised a re-run of the 
French revolution. Yet the rad 
result was tame, a sign of the 
diminishing power of the once 
mighty farm lobby. 

It caused less disruption 
than the average bank holiday 
traffic Jam. Instead of blocking 
access to the capital, the dem¬ 
onstrators chatted amiably 
with motorists and police, 
meekly allowing themselves to 
be rounded up by the lattes 1 . 

The government had in any 
case forbidden them to hold up 
the traffic and given the police 


special powers to shift 
vehicles. Conscious that it 
would lose in any confronta¬ 
tion with the police, the CR 
had ordered its members to 
avoid violence. The CR repre¬ 
sents only 7,000 out of France’s 
lm farmers and managed to set 
up a mere 15 road blocks, 
according to the interior minis' 
try. 

Even so, the Socialist govern¬ 
ment is worried by the wave of 
demonstrations by the CR and 
some members of the main 
unions, the right wing FNSEA 
and CNJA over the past fort¬ 
night. The probests have been 
worst in south-west France, 
dominated by the small form¬ 
ers who are likely to be worst 
hit by the reforms, where vege¬ 
tables have been dumped on 
the streets, tyres burned and 
traffic has been held up by 
tractors performing “operations 
.escargots". 

For President Francois Mit¬ 
terrand such a resurgence of 
anti-EC feeling Is most unwel¬ 
come at time when he is trying 
to nurse volatile public opinion 
towards a firm “yes" vote in 
the autumn referendum on the 


Maastricht agreement. 

A c c o r d in g l y, the go v er nm ent 
has ha n dled its farmers with 
kid gloves. Mr Pierre Berego¬ 
voy, the prime minister, has 
promised tax benefits, debt 
assistance and other aid, to be 
unveiled by the end of July, 
and has discreetly shelved a 
series of farming conferences. 
The police have steered clear 
of confrontation. 

A . worried Mr Jacques 
Dolors, president of the Euro¬ 
pean Commission, has joined 
in, warning on French televi¬ 
sion that refusal to accept the 
reforms - steep price cots over 
the next three years, with com¬ 
pensation in the form of direct 
income support - “would be a 
catastrophe for our farm sys¬ 
tem”. The number of French 
farms could fall to 300,000, less 
than a third of the present 
level, if the reforms were not 
applied. "With the new system, 
we can keep 600,000 to 700,000,” 
he said. 

These latest demonstrations 
are different tram the ones that 
have broken out across the 
French countryside In recent 
years, and contrasts with last 


autumn’s peaceful and united 
demonstration by 200,000 farm¬ 
ers in the streets of Paris- 
Today, the fanners are more 
divided, less powerful and 
therefore more tetchy. 

Only a year ago, they were 
united against the basic princi¬ 
ple of the compensation for 
price cuts in the form of direct 
income support. The main 
farming unions, have always 
argued that they wanted 
Incomes to depend on prices 
rather than aid, which they see 
simply as a way to bring about 
the slow death of thousands of 
small far w rs - 

Ihe government could 
not afford to be isolated 
in opposition to EC farm 
policy reform, and correctly 
guessed that FNSEA would 
have no option but to negoti¬ 
ate. The reforms are “a series 
of impostures", says Mr Ray¬ 
mond Lacombe, its president, 
but he pledges that the union 
will "try to use to the best the 
marg in of manoeuvre available 
in this faulty accord". The CR, 
by contrast, will accept noth¬ 
ing less than the complete 


abandonment of the reforms 
a stance that the main unions 
Know is unrealistic. , 

Economically, farmers 
power has been in steady 
decline for the past 20 years, as 
a result of the ageing of their 
population, the fall in prices 
and the growth izz their debts. 
France had 4m farms in 1970, 
four times today's level, contri¬ 
buting 7 per cent of the coun¬ 
try's gross domestic product, 
as against a mere 4 per cent In 
1990. Of today’s farms, 18 per 
cent grow cereals, 17 per cent 
are dairy and 20 per cent sheep 
or beef rearing. 

In line with the Intensifica¬ 
tion of fanning across Europe. 
French farms have also got 
bigger, from an average of 19 
hectares in 1970, to 30 hectares 
now, according to the agricul¬ 
ture ministry. This suggests 
ttwt France should do well out 
of the EC reforms, which 
favour the most efficient 
farms. Yet the average hides 
big disparities. 

Properties of 100 hectares or 
more account for a quarter of 
French farmland, such as the 
huge wheat farms of plains of 


the Brie and Beauce in the 
Paris basin- Not surprisingly 
these are the farmers that trad 
to he most ready to negotiate 
on CAP reform- The small 
properties fall Into two catego¬ 
ries: market gardens, vine¬ 
yards and orchards, which are 
profitable on small amounts or 
land; and the genuinely 
depressed fanners of the poor¬ 
est rural areas. 

This last category is the one 
th«f has bom the brunt of a 
decline in earnings, down 2A 
per cent last year despite EC 
subsidies and a nsein debts, 
now on average FFr400,000 
(£40,000) per farm. Debts of 
this magnitude constitute a 
real burden for a population 
whose incomes last year 
ranged from a low of FFr20,000 
In Corsica to FFr300,000 in the 
Paris basin- _ 

Against this background few 
young people are prepared , to 
continue operating their par¬ 
ents’ farms, the main reason 
for the ageing of France's farm¬ 
ers. Of the total, 60 per cent are 
more than SO years old and 40 
per cent of the total profess to 
having no successor. 


Gold gets cold shoulder from new generation of investors 

Analysts believe the metal has lost its appeal as a long term store of value, writes Kenneth Gooding 


FT 


GOLD HAD 
given up its 
role as a long 
term store of 
value and was 
now a commod¬ 
ity, suggested Mr David Pryde, 
managing director of J-P. Mor¬ 
gan, at the Financial Times 
World Gold Conference in Mon- 
treux yesterday. This would 
continue to shape general per¬ 
ceptions about the precious 
metal, its price potential and 
associated trading ranges and 
volatility. 

He said oil and other energy- 
related products were now 
being used by investors want¬ 
ing to hedge against inflation 
or to counter negative market 
developments. Whereas 10 
years ago gold would have rep¬ 
resented 80 to 100 per cent of a 
counterhedge against inflation, 
today it accounted for only 5 to 
30 per cent 

However, the sums of money 
under management today were 
greater than ever before, so the 
quantities of gold required 
were still substantial. "Even as 
a commodity gold remains a 
large and diverse market with 
many significantly differenti¬ 
ated participants and this 
diversity of interest and need 
will continue to create opportu¬ 
nity as long as we recognise 
and accept changing realities” 
he said. 

Reasons for gold’s relative 
loss of appeal in the Middle 


East were supplied by Mr Mar- 
wan Shakarchi, president of 
MKS Finance. He said that 
some investors discovered dur¬ 
ing the Gulf war gold holdings 
proved useless for protecting 
wealth. One Saudi jeweller told 
him that it took weeks to get 
out his gold bat only one day 
to take all his precious stones 
with Him. 

After the war Saudi people 
dlshorded most of their gold 
and bought instead US dollar 
notes or travellers’ cheques. 

Mr Barclay Lefb. a vice presi¬ 
dent of J. Aron-Goldman Sachs, 
said gold as an "asset class" 
was “clearly In-disrepute”. The 
price performance had been 
poor In the past 10 years 
mainly because investors had 
given it up in favour of the 
high interest rates offered by 
federal governments and finan¬ 
cial institutions that “in 
essence are guaranteed by 
these governments against 
default”. 

Mr Ralf Kreikenbaum, a 
director of Commerzbank 
International SA Luxembourg, 
said that in Europe a new gen¬ 
eration of investors had never 
learned to look an gold as a 
crisis and inflation-proof store 
of value and means of pay¬ 
ment “Those inheriting for¬ 
tunes built up according to 
conservative principles are 
looking for higher yields for 
their portfolios. They are also 
more prepared to run risks,” 


he pointed out 

When heirs to a family inher¬ 
itance opened up the safe 
deposit box and saw the pile of 
gold “their first reaction is to 
ask: What shall we invest in 
once we have got rid of the 
gold?" 

Mr Richard Scott-Ram, chief 
economist and strategist for 
tile World Gold Council, said 
that small Investors in the US 
were bearish about gold's price 
prospects so demand for gold 
coins and investment in gold- 
oriented mutual funds was 
low. 

Investment by US institu¬ 
tions in gold bullion was prob¬ 
ably non-existent last year. 
However, some US institutions 
had sizeable investments in 
gold company shares and 
“financial claims" on gold 
(such as purchases of call 
opiums on gold) had picked up 
considerably in recent weeks. 
This pick up in demand for 
derivatives should feed back 
into Increased demand for 
physical gold. 

In Japan investors and spec¬ 
ulators disappointed by the 
gold price performance were 
“fading from the market,” said 
Mr Kentaro OJima, general 
manager of Sumitomo Corpora¬ 
tion's precious metals dealing 
department. However, a new 
type of relatively young Inves¬ 
tor was emerging in Japan who 
was not as rich as the tradi¬ 
tional investor but was sup¬ 


porting the growth of gold 
accumulation plans. These 
involve a regular monthly pay¬ 
ment going to buy gold at the 
present market price. 

About 300,000 people bought 
30 tonnes of gold - about half 
of Japan's total investment 
rinrmflnd for the metal - last 
year. Mr OJima suggested that 
in five years this might grow 
to lm people buying an annual 
100 tonnes. 
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Most of the 
speakers 
pointed out 
that China held 
the key to 
future gold 
demand. Mr Robert Sitt, man¬ 
aging director of Mase Westpac 
Hong Kong, said that the Chi¬ 
nese government projected 
GNP growth of 8 per cent 
annnaiiy and on a compound 
basis, gold consumption in 
China could double to reach 
800 tonnes by the year 2000. 
“Ibis would be a conservative 
estimate if we take into 
account-the high.growth rate - 
of consumption of 448 per cent - 
recorded in Taiwan in the last 
decade ” he pointed out 
Although gold bar hoarding 
was weaker In the South-east 
Asian markets outside Japan 
(sophisticated investors were 
put off by the negative return 
on the precious metal, be said) 
gold jewellery demand 
remained strong. The region, 


which took about 120 tonnes of 
gold in 1986, could therefore 
this year absorb more than 800 
tonnes - a record. 

“With the potential growth 
of offtake, particularly in 
China, the entire western 
world mine production could 
easily be absorbed,” Mr Sitt 
pointed out 

Mr Thu Green, chief consul¬ 
tant at Gold Fields Minerals 
Services, said that fixture gold 
jewellery demand “depends 
considerably on new mega- 
markets like China”. At pres¬ 
ent the Malaysian jewellery 
industry simply could not cope 
with demands for chuk kam 
jewellery for China. 

Demand for gold jewellery 
elsewhere in the-- world 
remained patchy, said Mr 
Green, but Chinese purchases 
had helped to push the total 
Last year to a record 2,250 
tonnes. Pointing out that this 
was more than all the newly 
mined gold last year, Mr Green 
added: “Jewellery is-not just 
the cornerstone of the gold 
market it is now virtually the 
whole building”. - - -. 

Fortunately for the gold pro¬ 
ducers jewellery demand was 
spread over a wide number of 
markets, unlike, for example, 
diamonds which relied on two 
or three key markets. “To coin 
a phrase, diamonds are forever 
but carat gold jewellery Is for 
everywhere." said Mr Green. 

There was a confusing mes¬ 


sage from the conference about 
the prospects for the gold 
price. Mr Shakarchi suggested 
that Middle Eastern investors 
were holding back from buying 
gold because “they do not view 
present levels as the bottom 
and are standing aside await¬ 
ing lower prices”. He added: “1 
believe that In the short term 
the gold price will stay stable 
to a bit lower and for the 
medium term, barring any 
other major incident, we shall 
gradually move even lower”. 

Ms Rhone O’Connell, analyst 
at WfiUams de Broe, said, how¬ 
ever, that the market should 
overcome its fear that higher 
prices would generate more 
sales by gold producers and 
test 9350 a troy ounce and pos¬ 
sibly $365 over the next few 
months. 

She pointed out that gold 
retained its attraction as “a 
wholly anonymous form of 
legal tender and there is a high 
proportion of the world's popu¬ 
lation that prefers to hold gold 
rather than paper money". 
Tbis pbflosophy.&rmed part'Of 
the rationale behind, central 
hank holdings “and is one of 
the reasons which puts some 
doubt behind the likelihood of 
a wholesale disposal of gold 
holdings from the official sec¬ 
tor - any crisis of confidence 
in a country's currency means 
that gold reserves are vital as a 
perceived, if not actual, asset 
of-last resort". 


WORLD COMMODITIES PRICES 


MARKET REPORT 

THE LONDON Metal Exchange 
ZINC market's cash premium 
shrank again yesterday as the 
three months position built on 
Monday’s rally and the cash 
price edged down further. 
Dealers said a comparatively 
small rise in LME warehouse 
stocks encouraged the three 
months position's $7 rise to 
$1,210.50 a tonne. That left the 
cash premium at $82 a tonne. 
Before last week's LME move 
to impose a descending ceiling 
on the daily cash premium a 
technical squeeze had widened 
the cash/three months premium 
to $189 a tonne. In the LME TIN 
market the recent sustained 
price rise, which had added 
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$287.50 a tonne to the three 
months price in seven trading 
days, was halted. But buying 
support appeared as the $6,700 
a tonne level was approached 
and the price closed off the low 
at $6,735.50 a tonne, down $32 
on the day. A decline in 
warehouse stocks helped to 
steady the market, traders said. 
In tiie London bullion market 
GOLD resumed its recent 
uptrend with a $2.05 gain to 
$344.65 an ounce. Dealers 
attributed the rise to fight 
professional activity encouraged 
by concern over the political 
situation in South Africa, the 
largest gold producing country. 
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Good recovery but volume still thin 


FINANCIAL TIMES STOCK INPICES 


ByTerry Byhuid, 

UK. Stock: Nfortet Editor 

BETTER performances from 
both Tokyo and. Wall Street- 
Sound a warm response in Lon¬ 
don yesterday, although the 
recovery In share prices was 
checked briefly when the dis¬ 
closure of continued high 
money supply in Germany 
undermined prospects for 
Interest rate-cuts. 

Trading volume In UK equi¬ 
ties, was disappointing, how¬ 
ever, anda 10-point rally in the 
FT-SE index leaned heavily on 
strong performances among 
the p h arma c eutical stocks. 

London was clearly pleased 
by the closing tone to the pre¬ 
vious session on Wall Street, 
where an initial loss of 30 on 
the Dow Average was reduced 


to “L55, and also by the 185- 
polnt rally in the Nikkei Aver¬ 
age. However, the opening gain 
in London proved to be little 
more thay> a mar king -op opera¬ 
tion by marketmakers. but¬ 
tressed by a small tr ading pro¬ 
gramme. The advance in slum 
prices was soon trimmed. 

There was some disappoint¬ 
ment at the absence of fol¬ 
low-through support from the 
institutions, and at the farther 
selling of Lasmo on nervous¬ 
ness regarding the impending 
sale of shares in the Ultramar 
interests in the US. 

The news on German money 
supply hit London early in the 
session and share prices soon 
turned downwards. The initial 
gain of 13.7 on the Footsie bad 
been converted into a loss of 
10.7 by mid-morning. 
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The revival of optimism ou 
Wall Street then began to show 
through in London in the 
shape of gains In the blue chip 
international stocks. Pharma¬ 
ceuticals were to the fore, both 
Glaxo and SmlthKline Bee- 
cham recovering some of their 
recent losses. ICI also came in 
tor support as some Investors 
took the view that the setback 
which followed last week's 
meeting with analysts had 


been somewhat overdone. 

The strength of the blue 
chips helped market indices to 
move higher, and sentiment 
was further encouraged by a 
firm opening to the new ses¬ 
sion on Wall Street where the 
Dow Average showed a gain of 
12.58 in UK trading hours. 

Although buyers were said 
to be cautious and willing to 
take only small packets of 
stocks, the market continued 
its renewed advance into the 
second half of the session. At 
its final reading of 2^60.6, the 
FT-SE Index was a net 10.3 up 
on the day. 

The nervousness provoked 
by withdrawal of the GPA 
share issue appeared to settle. 
There were favourable reports 
on the underwriting of the 
planned Telegraph share issue. 


Wellcome, also preparing to 
sell shares in the market, 
gained ground. 

Those market strategists 
who have maintained that the 
UK stock market is attractive 
on valuation grounds at a Foot¬ 
sie level of around 2,550 
expressed further confidence 
following yesterday’s perfor¬ 
mance. Ur Robin AspinaH at 
Pan mu re Gordon commented 
that the Footsie might teach 
new hig hs, “but not until Wall 
Street can lend a hand.” 

The weak factor in the mar¬ 
ket remained the lack of genu¬ 
ine investment business. Seaq- 
re ported volume was an unex¬ 
citing 388.7m shares, compared 
with 37L5m on Monday. Retail, 
or customer, business in equi¬ 
ties has stayed below the £lbn 
mark in recent sessions. 
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London report and latest Share Index: 
Tel. 0681 123001. Calls charged at 36p/ 
minute cheap rale, 48p/minuie at all 
other times. 
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THE SETBACK in Lasmo 
shares continued and the stock 
was the worst performer in the 
Footsie, list yesterday on 
widely ranging rumours that 
the proposed International 
Public Offer of shares in the 
Ultramar downstream interests 
was about to be withdrawn. 
News on the offer is expected 
today. 

Adverse rumours regarding 
the pricing of the offer, circu¬ 
lating for some time, increased 
significantly following last 
week's unexpected withdrawal 
of the planned GPA flotation. 

Last week, dealers were 
expecting the Ultramar inter¬ 
ests to be priced at $19 to $22 a 
share, hut by Monday forecasts 
had been shaved to ^17 to 919. 
By yesterday afternoon, fore¬ 
casts had been reduced yet fur¬ 
ther, to around $15 a share. 

Lasmo plummeted 15 to 172p, 
Its lowest level since December 
1987. Turnover was a heavy 
5.6m shares. Since last Wednes¬ 
day the stock has fallen 37p. 


Abbey Nat’l shift 

The recent slide in the 
Abbey National share price, 
triggered by broker profits 
downgrades, was reversed yes¬ 
terday after broker UBS 
Phillips &-Drew was said to 
have its. position on the 
'Shares from “hold” to “buy” 
The stock rallied 7 to 274p on 
good turnover of 3.6m- 

Dealers said UBS, whose 
research in the housing/bufld- 
lng society areas is highly 
respected by fund managers, 
had told its clients that 
Abbey's rating now fully 
reflected the scale of bad debts 
but not the expected recovery 
of inherently reliable earnings 
in 1993. 

Junes Capel, the leading 
agency broker, last week, chop¬ 
ped its current year profits 
forecast for Abbey from £635m 
to £580m. UBS is said to be 
predicting profits of £60Qm. 

Bass upset 

Bass slipped 4 to 598p on sug¬ 
gestions that there is growing 
overcapacity in the UK beer 
market and on doubts about 
the benefit to the parent com¬ 
pany from Holiday Inns, its US 
hotels subsidiary. Lehman 
Brothers was negative about 
Bass on both counts, saying 
that, as the largest brewer 
Bass is easily the most exposed 
to the UK market 

The US securities house said 
that after a recent risk to Fos¬ 
ter’s UK brewing arm it 
believed that Courage is capa¬ 
ble of producing much more 
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beer at relatively little cost to 
itself 

Lehman is also concerned 
' that Holiday Inns will not pro¬ 
duce the benefits hoped for, 
because only 13 per cent of its 
North American operation is 
owned or managed, with the 
other 87 per cent franchised, 
and as such is likely to be a. 
much smaller beneficiary from 
any PS economic upturn. 

Threats of overcapacity in 
the UK brewing industry hurt 
several shares, including Whit¬ 
bread “A”, down 3 at 419p. 
Other drinks companies, with 
a greater exposure to the inter¬ 
national spirits trade, had a 
firmer tone. Allied-Lyons 
gained 4 to 649p and Guinness 
2 to 569p. Regional brewer 
Mansfield Brewery remained 
in demand, rising 10 to 720p. 

In a generally ragged oil and 
gas sector, BP came under fire 
early in the session, apparently 
weakened by bearish forecasts 
issued by at least two of the 
market’s leading analysts of 
the sector, Kleinwort Benson 
and BZW, although this was 
not confirmed. 

BP retreated to 238p before 
stabilising and closing only a 
fraction off at 244p; turnover 
was 7.7m shares. Dealers 
expect more big downgrades of 
BP to follow. 

After receiving a battering 
on Monday, pharmaceutical 
shares bounced on a mixture 
of. tgrfiwirai factors and spe¬ 
cific features. Wellcome 
jumped 18 to 98lp after stating 
that the US Food and Drug 
Administration bad approved 


the use of a Roche product to 
be used in combination with 
Wellcome’s Retrovir in the 
treatment of Aids. 

Recovering all the previous 
session’s loss, Glaxo leaped 23 
to 722p as the market felt the 
threat from Sandoz’s rival 
migraine treatment had been 
overdone. SmithKlIne Bee- 
cham benefited from the posi¬ 
tive sentiment, advancing 24 to 
884P- 

A downgrading by Kleinwort 
Benson knocked Pearson, the 
publisher's shares dipping 6 to 
403p. The house lowed £20m 
and S25m respectively off this 
and next year's profits fore¬ 
casts, now at £165m and £185m. 

Merchant banks were given 
a rough ride after a block of 
420,000 shares in S.G. Warburg 
were crossed some 20p below 
the then ruling market price. 
At the close Warburg shares 
were 14 down at 530p on turn¬ 
over of Llm. Kleinwort Ben¬ 
son was also under pressure, 
dosing 13 weaker at 291p. 

Kingfisher, the Wool worth to 
B&Q holding company, gave 
up 10 to 513p as analysts took a 
cautious view of the stock. 
Smith New Court lowered its 
profits forecast for 1992/93 by 
£10m to £23Qm, on the view 
that second-half recovery 
might not meet expectations. 

. It was also suggested that 
S.G. Warburg Securities had 
cut its forecast by 25m to 
2240m on falling marg ins at 
B&Q. 

High street retailer Burton 
was steady at 48%p after sub¬ 
sidiary Redcastle made a 
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2100m zero coupon issue, 
aimed at raising £60m after 

The slide in Ratners contin¬ 
ued with a penny decline to 8p, 
nearly halving the company's 
stock market valuation since 
the be ginning of the month. 

The recovery in Ladbroke 
shares continued as County 
NatWest reiterated its positive 
stance, first made last week, 
and Kleinwort Benson marked 
It out-as a long-term buy. Lad- 
broke gained 7 to 2l9p. 

The Kleinwort recommenda- 
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tinn rstmtt in a comprehensive 
analysis of the gaming and 
gambling market, which it 
reports as making an unexpect¬ 
edly fast recovery from the 
recession. The house also tips 
Rank Organisation, 6 dearer at 
669p. 

Worries over a potential 
price war kept holiday group 
Airtours under a cloud, in 
spite of reporting good interim 
figures. The shares slipped 3 to 
266p, while rival Owners 
Abroad lost 2 to 75Kp. 

British Airways was in 
de mand on hopes that the air¬ 
line will benefit from European 
deregulation. The stock moved 
ahead 7 to 274p in brisk trade 
of 53m. 

Victanlic shares lost almost 
10 per cent of their value after 
Hoare Govett weighed in with 
a profits downgrading. They 
ended 37 down at 344p, the sec¬ 
ond worst performing stock 
yesterday. 

Nerves ahead of next Mon¬ 
day's results continued in Brit¬ 
ish Steel, which eased a penny 
tO G9p. The annminrpmpn t of 
the departure of the company’s 
chief executive sent ML Hold¬ 
ings down 7 to 37p. Fenner 
firmed a penny to 81p as it was 
reported that Wassail, steady 
at 175p, now holds a L6 per 
cent stake in the company. 

MARKET REPORTERS! 

Christopher Price, 

Stove Thompson, Joel IQbazo, 
Cotin IflilBiam. 

■ Other market statistics. 

Page 22 


TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


A LARGE deal in traded 
options not only boosted turn¬ 
over but also led to falls in 
stock index futures in a busy 
session for the derivatives 
markets, writes Joel IQbazo. 

Following Monday's dull ses¬ 
sion in which only 24342 con¬ 
tracts were traded, Tuesday's 
volume soared to 44386 con¬ 
tracts. Activity In the FT-SE 
option accounted for a large 
part of the day's total, with 
James Capel reported to have 
done a “call spread” deal in 


the December series. The 
FT-SE option had traded a 
total of 18,105 lots by the 
dose , whi le turnover in the 
Enro-FTSE reached 8,604. 

Stock options were also busy 
ahead of today's expiry of the 
June stock options. Asda was 
the top traded option with a 
day's total of 3,011 contracts. 

The Mg trade in the options 
was said to have had an effect 
on the day’s activities in stock 
index futures. The September 
contract on the FT-SE opened 


at 2.561 and was briefly 
squeezed up to 2,601, which 
proved to be the high of the 
day. 

It was the James Capel trade 
that sent September into 
retreat, although Wall Street 
helped it recover to 2391, up 
13 on the previous session bnt 
around three points below its 
estimated fair value premium 
to cash of abont 35. Turnover 
reached 7,410. Dealers how¬ 
ever expect a poor opening 
today. 
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BERKELEY FUTURES LTD. 


45 PARK ROAD. 
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SRF Mortgage 
Notes 1 PLC 
£150,000,000 Class A 
£11^00.000 Class B 
Mortgage backed floating 
rate notes 
due March 2021 

Far the interest period 22 June. 
1092 to 22 September, 1992the 
doss A notes will bear interest at 
102625% per annum. Interest 
amount payable on 22 Septem¬ 
ber. 1992wiU amount to 
5Z57964 perS 100,000 note. The 
Class B notes will beta- Interest at 
10.9625% per annum. Interest 
payable on 22 September, 1992 
will amount lu 3516,894.13 per 
SI1,500,000principal amount 
.outstanding 

Agent: Morgan Guaranty 
Trust Company 

JP Morgan 
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*z £38% £24 A 7.723 52 

„ IN 141 ms s-s 



_ 348 am 284 

-1 UM 97% 1£N 


7pO*PI*0B_ 36 

MMMgrleiS- 29 

NCanokig(WV-_ 171 

•Ktemax- 1% 

■CttwbaM_ 555 

■Crab_ 08 

Docanx_ 10 

■EkBEvenrt— t 188 

Bigeawds_am 


40 


• -6 111 


214 5MJ 

81 484 

n Mi 
a ua 

122 484 
1 2.0 
BIS 493 2272 
08 142 2311 

78 in 

180 024 



291 

323 


2(7 

IN 


NSoadi Wake_L 

■South Wnkrn—L 

■YorioMm_L 


-Z 

"Bl 

tow 

1 » 

44 

30 

283 

44 

339 

219 

40 

395 

254 

+7 

332 

217 

0 

248 

188 

0 

347 

225 

-4 

sn 

228 

44 

IM 

198 

-1 

262 

143 

_ 01 % 

142 

46 

M2 

227 

44 

384 

200 

43 

381 

243 

4fl 

345 

220 

0 

HI 

■1 


YU 

WE 


Wheesoo_ 0 292 — 

■Wbetray- 23% — 

■WUncy—__ 11 — 

Wfcasfrl)_ 03 — 

Wyto—-__ 1 ■ -i 


335 082 
30 15% 154 

S4I 240 074 
17 148 

187 360 1411 

578 435 404 

33 30% 04 

339 210 874 

-34 17 28.7 

XL 9 845 
197 130 282 

■ 0 212 


-7 

831 +1 *WB 

84 73 

94 — 10 

a r-l *81 
11 .— 0 % 

0 % 24% 

18 17.1 letters-_t 10 — 08 

12 152 

M INSURANCE BROKERS 

•J ♦ for 1992 Mkt 

£* ^ Notts Price - Ngb km Ca*£m 

28 165 


138 502 
704 340 
37 U1 
82 15.1 

a T07 
9 1.0 

15 7 33 
110 741 


q_, ^ OT Venture——- 
44 184 
11 117 


147 

N 


MSummAmu— 
'I ZeroW- 


_ ■Qartmorn Em Pace 
3J Waronts. 


M% — 
77% +% 


_ ■BartnmEtns-.sa 
9J 105 


KarkaonSotAbc-U 
Cap. 


8 

a 

78% 

52 

a 

82 

■ 

07 


UnBs. 


AUr&Alnl- 
tlpoOrS. 


fiD . Archer (AJ)-JM 

5 “ I Merry Barfi_ 


£11% -% E12tt £10% 488.7 

£45% -% £81% £40 mi 

39 ■ H 99 

IBS -2 IN 


941 


51 128 
24 17.1 
95 * 

33 124 
130 114 


{Curiam (00)_ • — 


■HogB- 

WCO— 


ua. 


7a ■Uoyd Thnuen-lti 

alwntoliai _L 


01 _ 

«%i - 

171 -0 

2M -10 


11 

*477 


.711 


Marsh McUm! 


£«% 


is S POOD MANUFACTURING 

mm +er 19BE 


OO 

S3 Mam 

Price - eui 
10 1*0 

km Can fin 

Grt 

WF 


3* AcatmO Hatch—t 

75 

374 

58 

75 

52 


38% -% 41% 

.V 

479 

49 

or 

54 

7.7 masks Bril Foods a 

417 +4 418 

411 

L872 

42 

SJ 

fit! 

7.7 AsmcFWmUs- 

IC - 147 

m 

107 

S3 

84 

5.1 


98 - 03 

R5 

719 

in 

102 

48 

119 BSHFFr £10% 44% £10% 

£98% 

1TO 

8541 

20 

* 

55 

17 Banks ISC)--1 

08 Barr (AG)- 

ua — HB 

115 

09 

7.7 

5.1 

270 - 278 

900 

8L1 

27 

101 

S3 

02 Mattsons Griaps— 
105 MBadstbR) ML- 

04 10 

107 

034 

37 

tf.T 

52 

% n 

13% 

9X7 

— 

“ 

55 

85 fBkHsduai— 

13 

2JS 

— 

01 

45 

92 ■Booker 

435 -16 498 

400 

9824 

04 

14.1 



44 

08 


30 
75 
130 

1% 828 
347 3392 

tm mr 

b% in 

170 1887 
an mi 

283 114 

-% £44% £40% 2427 
— m 119 188 


YU 

Oft 

50 

143 

m 


ZarnObrPrt.- 

0Bartmora Vahe— 
WE ZeraOtvm - 

- ■Goaredfacnme-M 

- Ken Cons Me—- 

50 Cep - 


4.1 187 Stepped P(-N 

47 147 gggmei 


8% 

2M 

251 


84 

87 


* ■GentrniSffiSr- 
84 Warrants__ 


+2 


-I 

■0 


81 

20 

Ml 

237 

274 

21 


02 
192 nu 
239 104 
» 452 

223 8885 
14 521 


54 124 bomb ta&dr Qbl 
10 1U ■Bonn Orient*— 
88 123 ■GowHSnaUgfc— 
17 - aXimeRMoul-— 

44 102 6raanMw_ 

121 89 Warrants.. 


82 174 Oraaban House—* 

99 117 OraylrianLl-- 

124 5.4 Groep I 



137 

75 
4 

24 

71% 

44 
>4 

76 
SO 
98 

45 
£565 


14 1489 13 

34 120.8 292 


214 342 283 
84 614 285 
14 94.7 181 


153 - - 

- 217.1 587 
14 - - 


08 109% 
27% 19% 


£84 225 43 


7.7 158 GnnvMorOev—- 
- 734 HmhM Wgfatnd— 
Warrants_—_ 


ABamDNL 


44 

10 

•4 


57 125 


ELECTRONICS 


08 


OUanm- 
■Ryl Bh ScoSxm 

Safcura Y_ 

SanwaY. 

■Standard dnrid- 


-% ia% UM im io9 

_ 121% 109 1288 104 

+4 40 285 \!M " 

449 £0% 450 15,112 

4% 1284% £231% 11424 

_ £21% £17!} 024 

— 1M4 49314425 

238 8141 
Ml 8171 
346 8W 
204 3441 
£5% 17475 
£3% 4432 
265 810 
305 3495 
251 5458 


Bsopwn CoftMT— 7% 

tfrada_ ■ 

7pRdPt_ 0 

HafetoadWV-f 474 



■» 388 

■ifi 40 
44 443 

41 474 

— no, 
_ £8 


248 

389 


+« tm ci» 774 74 


_ 205 


'-£4 E7H 

-£4% £lC 

ndChartd— 431 H 518 


Snmtraro Tsl Y— 

■TS8- 

■TSB ClT.nd hi —4 

TokXV. 


Tom r-.t s Bk r_ 

WtostpoCAS- 

Yesuda let Bk Y_ 


147 1429 
E3% 13266 

£5174» 
£3% 4451 
US 24« 
128 385 

^ *» 01 


- U 


«J1; 


42 

411 


133 

80 


132 

312 


& 


a 

£37% 
024 

MSpo rlK . ■ ■-... 994 

SSafei hits—.— Tp 

JpcOeRim_ 295 

Mtsdrafiaonl- 684 

HwsnrpSKr-b £21 

■Plyeu- 285 

Pox*-fl „ 04 

£242% 

4*7 
348 


SettoringO 
■Smom Speak— 
Wtanflt Sways— 

Wotatenhota*- 

■Yodcsura——h 335 
■YukCWQ- 232 


-30 20S 1557 90.1 
-% 14 7% 22* 

_ 0 52 580 

-t n 58 3L1 

_ 40 342 581 

-% 0 8 42S 

- 45 .20 xn 

44 *07 188 32X3 

_ 03% £78% MSS 

442 MTS 1115 87M 
46 838 532% 90J 

-6 30 253 T76J 

_ » 19S MS 

_ M 21 IM 

_ AM 537 4,02 

- £22% £18% W2J 

_ 3*1 231 014 

_ *Hi 130 284 

_ CM£242% 1484 

- 11 4% 04 

- 431 33$ 0*2 

- » 2» HI 

_ 399 777% 085 

_ 20 218 «2U 


11 144 
84 187 
4.7 114 
54 14A 
22 - 
114 - 

&S - 
111 - 
32 134 


81 144 
12 - 
84 188 
42 156 
34 ♦ 

34 - 

7.1 74 
84 ♦ 

21 234 
28 < 
29 144 
14 - 


CONGLOMERATES 


84 

* 

* 

188 


ASA 3 It- 


Notes Price 


1992 


Amor Free A 

Bfcby(J)— 


hi* km Cm£m 
127 +J4 M% £28% 081 


IM 


•0 

*187 


rkmNZt.l 


+% C3S% £83% *438 

- 449 3M 1.743 

17 - 0 12 112 

Weasanen R- £28% — £29% £24% 435.7 


Urta 

■ABcd-Lyons- 

Ai ri u ma r B uacbS- 
■Bass- 0 


BREWERS & DISTILLERS 

+■ 1962 

Price ■ IM) Uw 
849 44 70 589 

°a -i ^ "a 

IN 4-1 07 148 

393 -2 317 243 

«* 44 01 139 

12* - MS f12 

27W _ 01 194 

208 - 20 145 

*9 _ 07 82 

0 


■Garmon St Uv«_ 

CWnqton- 
DW|J]UI 


Xtt 


■owenuh^r 


OmUlUtsffi- 288 S0 

Damtar-Bam DM—£20% —£277% 

*6w-» 0 -e 34 

fletdwChgeNZlf KQ -1 

fflews- N 48 

■Goode Denant— M .— 

03 -a ... 

m 48 2*4% 


4 % pc CV PI—. 
OmrigiPope A_t 

FtHtosAS-1 

iftUcr.STA-r 

■Grand Mel-f 

■Chwraej-1 


40 — 449 420 
471 45 BIB 432 


GJKpcCvPf- 
£*ne King.. 1 



40 45 435 363 
MS 44 211 10 


10 

N 
17 

m 156 % mi 

4% 1*418385 

9% pc Clw-£108% _£10% £97% CM 

■ Warranto—— 0% 11 17 355 

■HMfcons&Cna- Hi 48 07 104 981.1 

hS)S- 40 -0 

tflj-- « - 

n _ 

774 44 


Maokn MarOn A„ 

MansSekL- 

Mareron Thomp— 
MaHhewCtarii— t 
aMenyrirmn-h 


K4%canoarL__ 

aSoirt d Now _ f 

SewgramS_ 

■Vaux. 


■Wtotbnad ’A'_q 

iWStetdre. 


UVfuh/t Dudksy-f 

Young A- 

NtV- 



1992 


484 


08 

«9 


320 -5 ... 

£3H% -2% £40£340 

2260 ZZ 2258 2040 


ft 


02 

14 

It 


01 


£14% -% £17A £14% 

*89 -t 224 10 

419X -a 488 347 

18 — 29 18 

591 - SN 543 

E23 45 S23 453 

46* 45 483 MS 


253 42 


Netot Pike 

. . 09 

8%pCv PI- S3 

VAmcaCoiji- N 

MMMXV - 

Mfcn- 01 

■Andrew Sykes— 144 

■AngtaSsc_ 14 


BUILDING 

Notts 


MATERIALS 



Cakebread Rob A_ 

^pc Cy PI—~ 

jgg*'- _.t 

-« 

WuL- 



IM YU 
low Capita Gfs 
9 120 - 

111 9J7 51 

127 824J SJJ 
75 au 47 
54 182 63 

210 IM 69 
117 148.1 15 

64 CL1 82 
124 Z12 73 

IDS 28.8 SJI 
301 8708 13 

a in - 

207 TU.7 85 
450 048 13 
96 011 6.1 

83% 04 81 

182 au 44 
43 £1.7 54 

58 21X0 1£S 
J 03 - 

98 044 13 

2D US - 
113 224 52 

3% 124 - 

21 % 7.0 10.1 

3*3 8912 50 

45 447 113 
.302 2305 49 

123 ms 8.5 

60 024 123 

3% 069 

in au 00 

61 1244 24 

00% 174 40 

£30% Ija 41 
1* 741 t 
68 107 46 

68 8.0 11.1 
I6E MS 33 
92% 3104 7j8 

71 SOI 9.1 
a BU 108 
335 au 06 
n u u 

127 U14 9l3 

21 444 - 

lie 1482 6.1 
18 U1 11.1 
109 1701 22 
„ 8 241 
521 14 a 44 
63 XT* 02 

432 2427 OE 
81 HI 82 
<65 5904 42 

IE ZU 11 
4% Lit IBS 



- 221 imn 87 A 

— 863 3K 874 

+1 TU 0% 

-1 M £! 

-1 N 18 



33 04 
428 3432 


a 058 
50 414 
475 HL7 
216 130 203 

03 140 104 

277 419 
352 9211 

35 241 

165 201 

18 US 
53 723 
68 1U3 
59 6904 

36 190 
233 2084 
119 3»4 

... 148 140 

M 33 H.7 
-M* 105% SOI 
85 70 105 

IM 140 244 
74 56 Ttl 

£37*2 £3348 4,03 
-» £3745 £3296 0905 
515 318 774 


American Gen! 
43 *rjj American htS. 
IS 174 Aarl- 
83 


10 398 ■Conan Unfan- 

12 224 Mora A Gen_t 

85 06 FAIAS_ 

55 4 4 FBOI 


Price 

ns% 

£771 

IMA 

M8A 

m% 

£41% 


'A ■GsriAxUnl- 

BBRE_ r - 

KabuOKr.- 

15 HbaitmK _ 

7 n in 0«w»"xY—g 
g MoyalkiKe- 


If B-SS»£=r 

45 17.6 
21 244 


00 

a 

04% 

488 

146 

£■% 

184*2 

£24% 

239 


•for 1992 UU 
Mgb km Cap On 

_ £21% £17% U37 

-Z TM4£S7fl% 18434 
-U £27A £22% 2446 

— £65% £47% 04M 
-% £2517 £21% 1(452 

— EM% £30% 5402 

■« 80 402 2496 

940 724 


WE 

74 


24 

98% 

381 
108 
£0% 

140 

£41% £24% 040 

20 1« VW 

£9% _ £17 £9% 7101 

3H -4 30% 217 2A®8 

"ft = “ft *s * 


_ 31 

- 04% 

_ 50 

-2 IN 

- £31% 

_ 775 

-% 


Handenon Strata— 

■Hong Kong- 

YU 
Bk 
&S 
07 
44 

M - |&saptomn- 

** ZwO 0% PI-- 

Ii - aiSUKSmttCdi. 

S ,u "*»■' 


27 <1% 
IM — 
02 H 

21 _ 

182 _ 

21 % — 
11 % - 


JOB 

44 

91 

10 

218 

m 

30 

55 

28 

48 

27 
IM 
IM 
23 

181 

28 
0 % 


71% 

90 

106 

71 

128% 

66 

14 

156 

94 

37% 

80 

144 

179 

92 
270 

35 

14 

30 

22 

96 

93 
17 

10 

16% 

6 


104 824-164 
114 - ~ 

- 180 6 480 
12 - - 
14 84 4 21.1 


09 196.4 166 


101 404 -84 
- 915 133 
14 1861 214 
4J 2283 115 
04 1374 184 
24 3620 14.4 


t 87 7 67.5 
205 475 19.1 
14 372 28.7 
14 1321 243 
74 97.1 -45 


14 1792 98 
- 342 406 


105 843-107 



34 940 149 
14 533 374 


Warrants_ 

KaysUM__—M 


07 1120 90 

44 1793 141 
124 - - 

- 202 201 
92 81.7 184 


U 314 INSURANCE LIFE 



105 82 
22 113 

22 133 gotMfc.. 

3 i 1*2 SSSlN 


Notts 


*5 443 344 1449 


153 341A 
03 83 114 

3M 263 7104 

858 7471 


158 BLegalS Ben- 

ttKMCf 
88 uEStSSn 

24 129 

* 8 U3 Tarchravk. 

*5 97 um FHomfly 
0-1 “■ 

18 116 
81 11.7 
27 146 
29 11.4 
87 118 

21 105 Autnarta 
19 151 Abaionb 


Pika 

158 

164 

90 

ss 

"S 

2M 

344 


+or 


% 


°a 


1992 MU 
tow CapOn 
782 an* 
181 4N4 
317 1433 
807 14*9 
£28 1444 
343 MR 
215 3712 
199 440 
964 362.1 
,05 
305 


<4 423 

-14 7« 

-4 m 
* 288 
_. 70 

+% c*5j. £29% 


YU 

n 

41 

38 

88 

74 

5.1 


“ Mlrfnwwt Charier. 

“ KktoiyertOoe- 

- ■OomwtUtohlDC-14 
. ^ ZPoDkrPri 
mtokiwsil'trmia— 

KtokiwortSa*- 

Km-Cwope- 

Korea LBteral &- 

Wanants- 


02 4368 112 
18 177.7 103 
88 3215 21.1 
1U 785-11.7 


24 1815 111 
84 1182 44 

14 2538 308 
14 3471 124 


WE 


lalin American S— 


84 99.5 11.1 


Z WanaXs- 


jfj Law Debentme- 

• Leveraged Opp- 

182 UoydsSUkPckgUto. 
- DMdatX- 


44 428.1 -104 
- 997 306 
44 99,9 -82 


82. 11.7 CSptaL 


US 


6.7 207 Hen Anarr Vent— 

60 344 Warrants__ 

88 307 LenAtttndc- 

A, MxiOStrarh- 

*' «* Umttnd . M 


- 58.7 386 


INVESTMENT TRUSTS 

+«r 1993 


M&GttaJhC - 

Cap- 


28 

59 5214 
238 1444 
123 8441 
92 147 
32 3U 

4% 879 

111 7N 
100 04 
6 

6 Z47 
70 UM 

60 194 
«*U 8514 
103 


Price - ugh 

tow 

32 -1% *42 

79 - 93 

** 

283 - 281 

m 

384X -1 172 

in 

21 - 51 

18 

M 43 37 

«i 

424 _ 4W 

429 

a — 45 

33 

■ - 38 

Hi 

a -i 97 

88% 

w — a 

12 

704 - 278 

234 

88 - *33 

81 

411 -- 441 

115 


UU 
Cap Em 
7134 


AtarUrtfi SjpSf fncAl 

Cap—- 

lints_!_M 


■Abtrasr New Dawn. 
Wanants- 


,, ,, 0 Warranty__ 

'■* ■AblmMNew Euro. 

41 141 Wands_ 

37 1*> BAUrestNewThaL 

-| z Z warranto- 

~ ■AbtrustPrltoc-M 

18 178 zeraMvP)- 

“ 7 AMiust Scettnd— 

• ■ V Amm 

v* . ♦ 


~ ANance Tat.- 

06 ■AmericwTU- 



05 116% NU 


& CONSTRUCTION 

1992 MW 
tog* low Capon 6 TB 
*02 127 074 94 

*88 74 1NJ m? 

H- 66 74J 74 

8 11 - 
117 174 87 

125 - 

2 2N — 
35 511 OS 
21 272 4.1 

m 148 04 

27 041 



U 

13% 

1U 

84 

_ _ 

*129 

89% 

872.1 

07 

+2 

22 S 

19 

904 

33 

-1 

IN 

10 

2845 

45 


153 

78% 

HI 

15 


471 

337 

4W9 

25 

-4 

946 

291 

74 3 

10 

0 

*298 

SIS 

850 

30 


219 

168 

HU 

25 


111 

68 % 

145 

59 

_ 

K7 

2 M 

1814 

59 


14 133 a _ 

J 8 Jfj-g ■AmtcaUe Snuk—N 

*■] ■ riUnano- 

J4 ~ MAnglo K trseas— 
in 44 Archtmedes Inc— 
30 >4.4 c»n 

5.1 M 

U 102 

BSeGSUm - 

♦ «*eC«i3Mn— 

“ BaNto (Ml Te 



* 6pcCvLn 
“ ■ Eq M 2005- 


Price - high 

Inlwiul 

■mam nvmvna 

tow 

149 0 08 

123 

81 _ 81 

47 

97 -1 Hi 

87 

01 -1 01 

116 

225 -S 241 

213 

0 - 02 

90 

28 -i a 

28 

9—1 13 

9 

It _ M 

5 7 

ii — n 

■ aa 

53 - M 

48 

8 — 14 

5 

SS -1 185 

« 

08% 4-% 09% 

111% 

■ —1 « 

19 

77 -1 ■ 

68 

M _ 09 

« 

023 48 1431 

12B9 

07 +% W 

IM 

Ml - « 

181 

17% - 03 

87 

2i — a 

a 

ZH -H 231 

254 

279 - 2*2 

270 

3M -0 328 

288 

10 -% 10 

98% 

133 +3 133 

ia 

4» *3 5J9 

385 

-% 10 

82 

0 - « 

4 

117 H 03 

112 

227 -H 254 

224 

M2 - 112 

136 

08 _ m 

87 

■ _ 41 

0 

n% -% 68% 
07% —nst;%£ 

74 

135% 


■MOGtonmUcM 42%X 

YU Dbtr ■ Cap- M% 

Oft NAV PttH ■ Package UnUM 1 

■ OwredUntta-M 87a! 

4.11311-94 zero D% Pit- M% 

” “ “ U 4 G 2nd Inc- 15M 


-15 


OS 844 75 
44 2415 203 
U 2142 -84 
£17 - - 

-22576 2« 
184 - - 

- 528 725 
84 912-102 
114 544 -to 


U 2114 -04 “K*; 


53 1205 B 7 ■ MYwm UKbd-a 



- - Mart Currtn aim— 

07 744 184 WUrrami 

- - - Mari Currie 

24 701 243 Warrants- IN 

- - ~ Mettoranoan Fd— £31% 

tU 608-04 iMvMcSbmt_ 10 

8 


24 912 164 
U 1134 17.1 

.4414902 114 no.-^.pitnnr 
34 1974 182 Mezzamnocftiinc 

- - ft u- 

42 1007 37 MU Wynd-1 


- HMonkx. 
24 3116 .101 
114 


-5124 408 ■Moorgafa Smfr—. 
M 1080 -9.1 Wanana- 

- - - ■tor0HernMKX.tr 

- 4605 47 

- 974 04 
3j raa 124 Moray 
34 1202 12 ZBra pc Cvlit-94. 

34 7764 103 ■Moray Inc-M 

U 1834 17.1 B_ 

-1084 24 ■Murray kiB-N 


- - - B. 


74 «U 114 MHonuy SmBr M—t 
41 - - 0-1- 


HOUSEHOLD 

for 1992 

Price 
50 


10 107 04 47 - 


TO 

41 

216 019 54 
19 ISS 
210 012 . 
85 04 84 
29 04 71 


207 


03 

131 

JUnOOwte^ -% 


eaettf-af 




36 544 74 

18 741 22 

48 117.1 124 

84 HI S3 

30 344 - 

44 H4 124 

8 147 - 

38 148 - 

7 148 * 

S3 201 44 

2 % ■ Wt - 
TOS 04 07 
36 .2*4 83 
231 HI 47 

n m u 
888 IU 14 
0 IN - 

85 74S 100 

59 147 12 

81 17S4 43 

18 127 

M >14 184 
28 182 04 
11 4JB 17 

45 1«L7 53 

31 078 22 

387 MSI 14 
127-184 02. 

1*7 714 88 

£0% «U 110 
110 144 01 

8% 1U ISO 
in 802 74 
41 844 27 

. 47 184 - 

126 314 U 
17 212 • * 

8 182 

117 IMS 124 
1% 441 - 

24 £48 18 

222 NU 42 
04 21 
174 44 



■l&IMll _ >1 

■Ma-ttoyce—-— 01 

■SoAHlntt-f 

■MltoECO—-* 


-AEROSPACE 

1992 Nt 

Uw.CugJl 

_ _ 140 04 

-9 US 258 I486 

_ 96% 71 KK* 

■0 08 102 4714 

+t m 197 014 

_ 281 181 1411 

-1 08 77 HI 

_ N 74 MJ 

^7 H 21 04 

42% 10 123 14*3 


NU 

Htf km Capon 

_ £□ 481 W 

49 487 413 2442 

_ 05 103 184 

- 2SS 

_ •sn 444 not 

_ 81 53% M4 

_ w as M 

_ M 44% 204 

__ 25* 180 941 

_ 252 145 232 

_ 08% £23% 4711 

_ 483 220 1447 

«3 943 8MZI431 

_ 0 6 546 

IBS 135 
+« £17% £14% 

+2 £«% W 41 * 

~ * 'VA 


^ m nwtJAsft- 

3 ! ,a J ajEfflrirwanemat- 


1 - 


NO 
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London Share Prices 

Real Him share prices are avaHabla by 
caMng FT CByltaie. 

FT Cityline can also provide you with a 
confidential personal portfolio facility to give 
you a real time evaluation of your own 
personal Investments. 

For a free FT Cityline Share and Unit Trust 
Directory or to obtain your confidential 
Portfolio PIN call the FT Cityline Help desk 
on (07~I) 925 2128. 

Calls charged at 3$p per minute cheap rate 
and 48p per minute at aH other times. 
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FT MANAGED FUNDS SERVICE 


• Currant Unit Trust prices are available on FT Cityline. Calls charged at 36p/minute cheap rate 
and 48p/minute at ail other times. To obtain a free Unit Trust Code Booklet ring (071) 025-2128. 
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CURRENCIES. MONEY AND CAPITAL MARKETS 


FIN ANCIAL TIMES WEDNESDAY JUN E 24 1992 

“ I MONEY MARKET FUNDS 


FOREIGN EXCHANGES 


DM steady on M3 growth news 


NEWS af higher than expected 
German monetary growth led 
to early strength in the D-Mark 
and a slightly weaker dollar 
yesterday, writes Peter John. 

However, currencies were 
trading within a very narrow 
range and were principally 
controlled by technical factors. 

The market had been hoping 
that Germany's M3, the znea- 


ievei of unemployment and the 
relatively slow industrial pro¬ 
duction growth and it seems 
likely that there will be a cut. 
just later than anticipated." 

The D-Mark rose against 
most hey currencies in early 
trading on a flurry of buying. 
Then, a number of dealers 
found themselves unnecessar¬ 
ily long by the afternoon and 


sure of money that includes began to adjust their books, 
cash savings and long-term The German unit closed 


deposits of up to four years, 
would show an annualised 
growth of around &5 per cent 
Yesterday's strong May fig¬ 
ure of 9 per cent, compared 
with April’s &9 per cent, meant 
growth remained well above 


unchanged against the dollar 
at DM1.566 and marginally 
softer against the pound at 
DH2J917. in New York the dol¬ 
lar finished at DM1.5662. 

The US currency was 
propped up by what one dealer 


the Bundesbank’s 3.5 to 5J5 per called “the increasingly dis¬ 


cent 1992 target and dashed 
hopes of an imminent interest 
rata cut 

Nevertheless, Mr Mark Aus¬ 
tin, an economist at HongKong 
Rank , remained broadly opti¬ 
mistic. “Money supply is not 
the only thing the Bundesbank 
looks at," he said. “They are 


from the Federal Reserve". It 
closed steady against the 
pound at {1.363 
The market also concen- 


Japan's governing Liberal 
Democratic Party of an 
impending boost in fiscal 


also keeping an eye on the expansion, either through cent for the moment" 


C IN NEW YORK 
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Fomwd prantam a*d dfeaaab to the US dollar 
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CURRENCY MOVEMENTS 
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OTHER CURRENCIES 
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increased spending on public 
works or via tax cuts. As a 
result the yen was steady 
against the pound at Y23? and 
practically unchanged against 
the dollar. 

Dealers said sterling moved 
very much In line with the dol¬ 
lar and was likely to edge 
lower in line with the US cur¬ 
rency in the absence of fresh 
domestic factors. 

The lira, which had regained 
ground after a week-long bat¬ 
tering on international mar¬ 
kets, gave the Bank of Italy 
enough room to .let short-term 
rates ease, but further fails 
depended on the political out¬ 
look, analysts said 
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counted drip feed of optimism repurchase tender, the mini¬ 


mum accepted rate fell to 1415 
per cent, down 65 basis points 
from the highs it touched last 
week as fears of a devaluation 


trated on stronger signs from swept the market However, an 


Italian economist commented: 
“Do not expect repurchase 
rates to go Ear under 14 per 
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MONEY MARKETS 


Sterling futures dip 
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LETHARGY dominated the UK 
money markets for the second 
day running, although high 
German money growth figures 
injected a little life Into ster¬ 
ling futures. 

Dealers said an increased 
realisation that there would be 
no swift cut in UK Interest 
rates was prompted by ster¬ 
ling’s low position on the EMS 
griii and hardened by the unex¬ 
pectedly high figure for Ger¬ 
man money supply. 


UK dewing buk bus knwflwg rate 
18 par cent 

Cram May 5,1992 


As a result volumes on the 
sterling futures market 
returned to more acceptable 
levels following Monday’s 
dismal turnover of only 7,698 
lots. The September short 
sterling contract opened 
slightly lower at 90.24 and was 
sold down to 90.16. It then 
rallied slightly to close 7 ticks 
down from Monday's close at 
90.18 on respectable turnover 
of 21,623 lots. 

A trader commented: “The 
German money supply figures 
were higher titan expected and 
knocked the futures market 
back, but it was a sign of 
the market’s bullishness that 
it was able to hold at the 
90.17 leveL" 


Interbank rates were mainly 
steady throughout the day, 
with only the very short-term 
rates showing any signs of life. 
The overnight interbank rate 
touched 8 per emit at one point 
and the one-week rate slipped 
briefly below 10 per cent as 
shortage in the market was 
quickly taken out by the Bank 
of England. 

However, the more 
representative one to 
three-month rates remained 
within a very tight range and 
closed virtually unchanged at 
around 10& per cent 

The Bank of England's Initial 
forecast liquidity shortage was 
around £850m, down on recent 
days and less than half 
Monday's figure. It shifted 
down to £700m later, the bulk 
of it representing exchequer 
transactions. The Bank rolled 
over the shortage into next 
week by taking £637m of 
short-tom band 1 bank bills at 
9% per cent It later bought a 
further £50m of the same paper 
at the same rate. 

• In the French money 
markets, call money continued 
to be under upward pressure 
from an Income tax payment 
deadline that has drained bank 
balances, and rose it t° 
straddle 10 per cent, the level 
the Bank of France has set as 
an informal ceiling in recent 
months. Three-month funds 
were unaltered at lOA per cent 
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Company Deposits. • - - lOi 10 in 10 

Fliunee^House Deposits - - 91} m gi gu 

: : ’! 1 i ? 

Dollar CDs__ — - 3.74 344 4/33 

SDR United Des. Offer. - - 6ft 6ft 6% 6ft 

SDRUnked Deo. Bid .. - - 6ft 6ft 6% 6ft 

ECU United Dep. Offer. - 10 *. loft u% liX 

ECU Linked Deo. BM... - - 10ft iOft io% 10% 

I 11 Sf 11 '- percent; three months 9U per cent si* mantM 9% per cent: 

Bank Bills bell): oaennonUi 9J] par cent; Una months 9% Mr com: Treasury Bills: Average 
tender rate of dlscourt 93837 pt. SCGD Fhted KnleSteriloa Export FWiol Make aa day May 
29.1992 . Agwed. rates for period June 24,1992 to July 223,1992, Scheme I; 1134 p.e., 
Sckemes II & III- 1135 p.c. R e ferenc e rate for period May 1.1992 \0 May 29,1992, Scheme 
IVAV: 10122 qa. Local Authority ami Finance Houses seven days’ mum, others sown days' 
llud. Finance Homes Base Rate 10% from Jane 1,1992: Bank Deposit Rates far Sams at seven 


David Coakley Ltd are delighted to welcome J. Peter 
Steidlmayr, the renowned financial futures authority to 
our offices on Friday 26th June, 8.00-10.00am, for an 
informal talk on "Capital Flow Software.’ To book your 
place please'call 071-2246600 today as seats are strictly 
limited. There is no charge and refreshments will be 
provided. 


THE PRIVATE CLIENT BROKER. 

11-12 Manchester Mew, London W1 


CROATIA 

The FT proposes to publish this survey on 
September I 1992. 

This is the first survey to be published by 
the Financial Times on the Republic of 
Croatia and as such it trill generate a great 
deal of interest among our influential 
readers in over 160'countries worldwide. 

To reach this audience through your 
advertisement and to obtain a copy of the 
editorial synopsis contact : 

Zcliko Paul Mandic 
Tel: 081-399 8828 
Fax: 081-399 7196 
or 

Connie Davis 
TeL- 071-873 3514 
Fax: 071-873 3428 
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CROSSWORD 

No.7,881 Set by VIXEN 



OeposiM wlUidra** for eate 5 per m*. 


across 

1 Put in layers of metal in a 
higgledy-piggledy way (8) 

S Express agreement when 
addressed (6) 

9 Not a generous period for an 
interval® 

ID A person dealing with plants 
has to work unhurriedly (6) 

11 Lift this to reveal the con¬ 
tents (p) 

L2 Good man, a chemist, creates 
an Impression <6> 

14 Figure there are always 
strings attached ( 10 ) 

18 Still having had no proposal? 
(10) 

22 Silly dope accepting a letter 
which Is unsealed (6) 

23 BUI the Junior minister is 
absolutely right (8) 

24 Start boasting Within the 
hearing of certain people (6) 

25 It's top gear for the Spanish 
woman! (8) 

28 The more disagreeable sav¬ 
ing man? (6) 

27 Set against the new sergeant 
CBO 

DOWN 

1 Flexible section of a gun-car¬ 
riage (G) 

2 Made complaint. It could 
make one mad! (6) 

3 A man engaged in modernisa¬ 
tion - a thankless Jdb (61 


4 Time to come tngraH^ 
not as in church ( 10 ) 

8 Give voice about tin 
being quite fair (8) 

7 Judge set a mite wrong 

8 the pointless charges bi 
by flighty creatures (81 

IS Tops for five-year-olds G 

15 A foreign dealer stuffs t 
s a nd into one carrier (e 

16 A Greek will be very 
about next article (8) 

17 Fashion class that's not 
to extremes® 

19 A club providing T»rvt 

tft\ 


20 Everything planted 1 
ground toppled over I 

21 Feast given by royal 

( 8 ) 

Solution to Pnzzle No 


aBDQon 

H S m Q 13 |-7 ij 

□aaQUQQQ nUQEBD 
uQHU]Q[jrnin 

aaaaa □□BanaDOL] 

ui u La U Q n 

oQDQap Qciuaasat! 

U U 3 D f^T f T 

aaaaBua aaQabm 

tJ Q □ n pi 

naganciaBQ hqedo 
uOUBQEinni 
asaauci auBcuoao 
3 3 Q u n i;i n 
aaoDoacoDKanaG 
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FINANCIAL TIMES WEDNESDAY JUNE 24 1992 


WORLD STOCK MARKETS 




*S & TtH U- 




bum dt France 
B am a taam e.. 


SopbasBoendB 


1,180 ■HO 
*0 -20 
825 425 

823 +18 

1,000 41 
1,730 -10 
6M *24 

885 424 

451 

4,700 -40 
*0 -4 

628 -5 

888 -3 

365 -5 

445 -6 

535 +7 

1,050 -10 

2 F t? 

367 -4 

2.430 -20 

1,)M0 .... 

353 +10. 

1,360 +10 

2.050 -20 
1080 420 

277 -5 

415 +1 

857 +7 

1,810 +40 

460 -20 

2350 *. 

1,210 420 

2,020 -20 
Si- 411 
-1 




t,37D -10 
1,310 +10 

L330 410 

^O -30 

L.260 450 

545 +14 

1710 -20 

*5 -20 

*33 41 

116 410 

509 -6 

W5 -5 
ijSSfi 1 -60 
»U 49 
M2 47 
(55 -B 
S6 —14 

ru 46 
as -H 
no -5 
>12 
i7S 

B % 

ar*. s 1 

>24 428 

«9 429 

1,600 ... 
>40 46 

'60 

185 +18 

.140 

bo -10 


75 -15 

15 -5 

.030 -10 

1200 tS 

3 0 ^ 

770 410 
,780 • .... 
411 
-10 
-10 
sa 
-20 
.. 4* 
460 
-8 
46 . 


D2 -28 
170. 420 
W -5 

24 ;.4F 


TMumger..... 

TbommCSF 


4280 —0.20 
34.20 -010 
60.60 +0.30 


-50 -L50 
40.50 



Alba (Corp FfcrO 






KenTeUdEl 
KHdamran . 


Secom- 

Sefcu Railway. 



. 6,140 +U0 

2720 -150 


Sharp_ 

Shlkoka Elect Pwr _ 

SMotUnCttp.- 

SSIa-HwCfieni — 


TDK Con*..4,030 460 

TaHritop.;.~.6%i +14 

TalAO Ptwffl -— *<910 -10 


V 


TORONTO 

4:00 pm prices Juris 23 
Quotation* In canto unlaw namd 8 
18S00 AHUM Pr *15% 18% 19% +% 

8300 AgnlcoEa 99% 9 9 

35200 Mr Cda 96% 5 5'-% 

53100 Anna En *12% 12% ra% -% 

1800 AHsNtQa* *12% 012% 12% 

19Z7D0 Alcan Al S2S% 29% 29% -% 

' 122000 Am BarT *33% 32% 33 +% 

00100 Axa> Cl IX *10% 10% 10% 

2*1800 a Hentr*l HS% 49% 49% -% 

i7saoo»aMSti * 21 % 21 % 21 % -% 
42400 BC Bugxr A SB 0% B +% 

473500 BCE he x *44% 43% 44% +% 

61400 Boknoral 12 H 11 4% 

4900 BOB A M% 0% 6% 

170300 Bonb'dtaffl *13% 12% 13% +% 

64100 Bow Itathw *11 11 11 

2900 BP Canada >11% 11 % 11 % 


56200 Coral Sya *20% Tft% 20% +1 

2200 CoacanDav 500 dSOO 900 

70900 CrewnX A 130 126 128 40 

1000 Dantaon A 34 34 94 

94700 Darlan *6% 9% 5% 

66400 DMaaco *13% 13% 13% 

76300 Dora tan To 18 dS% 5% 

08300 Dontar he *7% 7 7%+% 

500 Ou Pen A *43 43 43 -% 

2S000 DmMBacA 265 2» 209 48 


Mooo EeeoBvHi sr% 7 % 7 % -% 

20000 Emce Ltd 16% B% 1% 

.7500 Empire *10 dIO 10% 

23000 Euro Nav *17 16% 18% 

41100 FP1 LW 390 350 360 

6400 FaftnatfcVnr 97% 7% 7% +% 

100 Finning 913% 13 % 13% 

300 Fa Mara A 99% 9 % 9% -% 

3400 Ftxtia 921% 21% 21% -% 

7600 fiw Siaaii *19% 18% 18% -% 

35100 FrancoNav 328% 27% 27% -% 

52700 Pa lma te 14 14 u +1 

2000 Gan* A x *10% 018% 10% +% 

14100 Otamla Old 300 9S5 359 -9 

10500 Grange* 124 123 124 +1 

2SOOO OH UNO I *14% 14% 14 % 

85000 GuH Cda H 96% 8% 5% -% 

600 GW Ufls *8% dS% 5% 


40000 Gtnamu 

25 

62* 

24 


7800 Cantor x 

*28% 

28% 

ss% 


1000 CnPcFcraxc SZ?h 

27% 

27% 

+% 

31800 Car* Op x 

425 

420 

425 


18300 CMcadc* 

*8% 

B 

B% 

-% 

1000 ColIMM 

*40(09% 

40 

+% 

1300 CnM Cap 

18 

dtz 

12 


41400 CMapxOdn 

350 

340 

340 

-10 

1400 cmrl Fd A 

litre 

470 

470 


81300 Camlneo 

*21% 

21 

21% 

+% 

51500 CopUtaVag 

48 

48 

48 



6000 HnrrtaSJ A 98% 6% 8% 

1900 NMux 6U 1 *24% 23% 24% 4% 

182400 Haas Infl *12% dll % 11% -% 

42800 HMtio QoM 99% 9% 9% +% 

4000 HoPiopar *11 10% 11 +% 

18200 Horae OU *16% 16% 16% 

92200 Horaham 39 % 9% 9% -% 

100 HtetfayMtS 98 6 0 

6300 HudaoMBey *28 27% 28 +% 

MOOO Iroaaco *35 34% 34% +% 

39700 Imp 09 *48% 44% 44% 

48800 inco *35% 35% 35% 

99100 Ini Corona *6% S% 5% 

Z8700 ktijwvfflpa 925% 25 25% 

BO20QhM«Gn> 921% 21 21% +% 

1900 Ivaco A 480 400 480 

4400 Jannodc 916 14% 14% +% 

10000 KrorAddta *18 18 18 

84300 Laban *26% 28 28% +% 

272800 Lac Uinta 98% 8% 8% 

100 Lafarge S1B% 16% 17% 

8400 Laldlaw A *12% 12 12 -% 

201800 Lakticw B *12% 12 12 -% 

200 Laura* Bk *18% 18% 18% 



Mat Stock 

200 lauraai Qp 

wgh 

«% 

LOW 

dS% 

Ctoaa 

6% 

Ckng 

ISflOO uxMDUor 

»% 

9% 

9% 

-% 

fiasco Leetaw x 

*17% 

17% 

17% 

-% 

UflOO Uacfconzto 

*8 

8% 

6 


79000 Moan m 

*18 

17% 

17% 


47000 MogukKA *31% 

31% 

31% 

-% 

178200 Mpf 11 Rh 

*19% 

16% 

w% 

-% 

5400 IKATUx 

*19 

18% 

IB 

+% 

61300 Mark Rat 

900 

900 812% 


1000 IIXIMI 

*19% d14% 

14% 

-% 

2B000 Manx Mil uSi3% 

13 

13% 

+% 

40000 MlaiKwa 

*18% 

18% 

16% 

+% 

34B00 Mftal Corp 

170 

188 

170 


381900 Moiaon A 

*32% 

31% 

31% 

-% 

68000 liom Carp 

*23% 

28% 

23% 

+% 

TfiDO MuacoTOo 

4 

4 

4 


83800 RaMCtal 

*8% 

8% 

8% 


3100 ttm M A 

*8% 

8% 

8% 

+% 

2900 NoratxMFcr 

*7% 

d7% 

7% 


104000 Noranda 

$18% 

W% 

18% 


SOO Norcna.12 

*24 

24 

24 


10700 NorenUVta E20% 

20% 

20% 

+% 

168200 Nlh Tate 

•41% 

*1% 

41% 

+% 

1000 Norttigna 

88 

88 

75 


271800 Nova Corp 

*8% 

8% 

8% 


18400 Mwu> W8V 

*8% 

8% 

8% 

-% 

1200 Nuoiac OB 

480 

480 

480 


74000 Ocalol A 

*13% 

w% 

13% 


18300 Otxw Corp 

*7% 

7% 

7% 


18TOO Qr-::i*w* A 

*17% 

17% 

17% 


78000 PWA Corp 

*6% 

5% 

*% 

-% 

31100 fttgetefl* 

380 


380 

-90 

800 PancdnPM 

326% 

28% 

28% 

+% 

0900 PBgnwix 

*18% 

«% 

16% 


28S0O PfekMarUl 

18 

18 

sa 


230200 PiacarOeraa *12% 

12% 

12% 

-% 

70800 Poeo Ml 

420 

d410 

420 


30800 PmnrCop 

*14% di3% 

14% 

+% 

2300 Pomr Rn x 

*19% 

19% 

19% 

+% 

7800 Provlgo 

*8% 

8 

8% 


4K» OuataNor A 

*13% 

13% 

18% 


48700 Hangar Oil 

*8% 

8% 

8% 


7000 Hayrack 

*8% 

7% 

8% 

+% 

1500 Stan 

*29% 

25% 

26% 


14400 Hottman S 

*17 

17 

17 


28000 Rw'rww 

*18 

U% 

14% 


89100 Rapap Em 

400 

0375 

380 

-20 

18300 Mo AJgora 

$16% 

16% 

19% 

+% 

87000 nmaCcmB *13% 

o% 

13% 

+% 

4000 Rothman* 

*80 

89 

B0 

40 

203500 HoyaBkCM *23% 

28% 

23% 


88300 i%1 0TO Ita 

177 

ITS 

ITS 

-1 


l Thomaon 
1 Hr Doa & 1 
TMtfBi 
I TWatPNAm 
I TransAlta 
1 TtmacaaPi 
1 Trfmac 
1 Trtroc A 


*18% 18% 19% +% 
*13% 13% 13% 
*16414% 19 +% 

917% 17% 17% +% 

321% d20% 20% -% 

SB 9 B +% 
*13% 13% 13% 

*17% T7% 17% 

*8 8 8 -% 
485 470 470 


1000 IMP A u*T7% 17% 17% 

14B00 IMooCnt 914% 14% 14 % 

400 UnftedCorp 928% <CS% 26% -% 

49100 UttDondnd SW% 10% 10% 

33300 Waray Rs 500 495 485 -9 

BB500 vreoeat E *16% 15% 15% +% 

200 natal 930% 36% 38% 

6700 WICBi *13% 13% 13% +% 

I - No voting rtgMx or raatrtcMd voting rights 


MONTREAL 
4.V0 pm prices June 23 

101800 BoaftrdhrB $13% d12% 13% 4% 


12100 Cambior *8% 8% B% +% 

33400 CaTOp Bk x $28% 28% 26% 

800 Can Wro aaf s«% tfi rs% 

11200 Caacadae 98% 8 8%+% 


5700 DomfalTd A *8 dS% 5% -% 

1800 Haeiianihi * 11 % n% 11 % 

77400 NtiBkCmi *8% 8% 8% 

3100 Pmlgo *8% 7% 7% -% 

1200 QuBbacor A *13% 13% 13% 

2500 TatogUax *13% 13% 18% 


4000 VkMomui *19% 16% 16% 
Toad Salaa IOXSS.TOO xharas 


NEW YORK 

DOW JONES 



23 22 IS 18 

fMahUl 

3285.62 328080 328535 327432 

Hone Deads 

99 .SB 9988 10005 100.01 

Tnonpoil 

128830 1295.03 1303.44 130400 

IMIkfes 

21107 21263 21351 21269 



mi OrflxBKs aji/an 

AUMkkfQ/l/SB 


■lun Jun Jun Jim 


1M3.9 16363 1633.9 IBM 




U *5857 04/3 

U 



0315m tl/107743 


FAZ Attk* (H/12/5H 
CMrortka* 0/1*59 
aut sown 


1C3.48 urze 110.97 U7%22 


51658 316.95 31B47 31102 3tt29QVU 


TW2 1 m«o«a 


517.25 516J4 530.06 50.48 




TOUT 70412 705.48 
19928 1WJ0 199290 
177114 1770.64 177289 


<d I 725J6B6/5) 
Cd 
(d 


HYSE Ompostte 

22L99 

22156 

221.96 

22061 

Am Mb. Vitae 

37674 

37562 

379J9 

377.49 

NASDAQ CBososite 

K3-36 

549 73 

554JO 

54917 


599786 5819.94 578760 579610 



Dear Mxrtrti/ Wr. Tkkf 


SAP hdanrlaf». jrtcu 
S &PfnUr. P/E ratio 


Jun 5 year ego (approx.) 

299 387 ~ 

Jun 3 year ago (approx.) 


NEW YORK ACTIVE STOCKS 


Tueadoy 

AnerT&T 7J54JOO 42% + % 

TeWwtt 3^28,000 44% - % 

Merck 3,197480 49% - 1% 

Federal Hone 2.963.900 36% +1% 

Waxy Watt) 2349400 35 - 1% 

Adiarazd Mkro 2134.400 9% - % 

IBM 2«2000 95% + % 

Glam . 2946.800 26 

Oflfep 1693.000 8% * % 

Citicorp 1.795400 20% + % 


Stocka Closing Change 
traded price on day 


TRADING ACTIVITY 

t Volume MHI 


MW York SE 

Affloc 

NASDAQ 

KY5E 

laas Traded 
Htas. 

Faft 


MHIkms 

Jun 25 Jun 22 Jui 19 

189470 169340 239.440 
1L339 9426 11489 

M 151192 177368 

2282 2271 2Z70 

990 603 14U0 

732 140 704 

360 525 556 

20 22 27 

42 75 47 


MMN 

IBW1UWR 

Toijo SE (Tab) MD/6B) 

adStetkifWM 

■ULAY81A 

USE CaapadH <4f4M6l 

NETWHUmOS ' 

CBS TlLBn.Cea.lEaJ 1993 

C8SAJU SMrt&d 1«30 

NORWAY 

IMagOaRawm 

Ibdi Coro HWB5) 
MMAPOM! 

SESAB-awweg WTS 

SOUTH AFRICA 
JSECoUaBW78> 

J5E laMdrtil BBW78I 
BOUTH KOREA** 

Kami CtapEi. W1/H0 


16U6.99 1592142) 16H9J7 1604546 
124741 124048 126747 124564 
19085 191941 1924.41 192623 


59352 59485 59650 596501 619860012) 



37244 0/1) 
90164 071] 


109743 0/1} 


47553 (2/11 
1749.910/D 


64346 S/1) 
1B1319) iSfli 
1578. n 0/1) 


4301.78 C/B 


134232123/U 


460.79 (U/U 
92580 06/61 


1592142122/6) 
119619 m 
19M85123/6) 


3046 3048 3064 3050 
2004 207.7 2003 2804 


7108B 706.92 71501 717.44 


145306 151954 U9392 1499.78] 13009501/6] 


4U.99I21/D 


59099 558J2 57102 56305 ML48«2> 


243.70 24641 24)69 246511 2665108/2) 



66700 


1083007/3] 


mam 


100600 CMM 
416900(2711 


CANADA 

TORONTO Jun Jun Jun Am 


Mb Barit M. (31/12/58) 
SBC EranI 0/4/87} 


TAnUN** 

«M4jNdMg»aMMM 


469048 469766 €8705 462848 1 539163(300) 
752J0 7564) 75355 755.73 


4891 





TOKYO - Host Active Stocks 

Tueaday 23 June 1992 


Stock* Curing Change Stocks Ctoeing Change 

Traded Prlcaa on day TYadad Prlcaa on day 

Maffl Milk Prod _ aim 1,010 +19 Snow Broad Mflk aim 808 +16 

Toshiba Ccrp— 3.7m 382 -8 BanyaJCoknealm 2. tan 930 +8 

OoBcyo Kanko — 2.7m 876 + 8 Mppoa Steal_ 16m 289 +8 

Mod nags Mmc _ ZAm 8G4 -4 Chjyoda Ccrp_ 1.7m 1JH0 +40 

Nomura Sec- 2-4in 1.230 -10 Tokyo Thaatrat. i-7m 388 


NORWAY 


The FTT proposes to publish this survey on 

June 26th 1992. 

The survey will be included with every copy of the FT on that day and will 
reach over 1 million readers in some 160 countries world wide. In Europe 
alone, research shows that 54% of Chief Executives of the largest Companies 
read the Financial Times.* 

To reach this important audience with your advertisement, please contact, 

Chris Schaanning in Birmingham 
Tel: 021 454 0922 
Fax: 021 455 0869 
or Kirsty Saunders in London 
Tel: 071 873 4823 
Fax: 071 873 3079 

Data source:* Chief Executives 
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FINANCIAL TIMES WEDNESDAY JUNE 24 1992 



NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


19M YML W SI* 

HMlUl Stock Dta. % £ 10* Hab 
16V 11% AAR Corp 0.48 4-0 14 2S9 12% dll V 13% 

36 18% ALISHA. ai8 1.0 741221 181f 18% 18% 

08% MAMPInc 152 2.6 231376 SB 57% SB 

80% 80% AMR WOW 84% SJ5, 88% 

2% 1% AFX 2z10Q 1% 1% 1% 

63% 38% ASA 2.00 50 11 475 41 40% 40% 

34% »% Abbott Lao am 3121001 29 % »% 28 % 

13% T2AbMetPr 0.60 30 8 198 .13 13 13 

11% 1Q% ACM On In 0.38 8.7 l£l 
10% 8% ACM GvOpp 0 80 03 
0% BtoACMGriSp 080 80 
11% 10% MM 04 St i 1.13 I0J! 

9% 8% ACM Mon 093 100 
12% 10% ACM ktamgd 1.06 9 J 
11% 6% Acme Ctave 0+0 6.4 25 


Cfc’9# 


84 9% 

887 9% 
341 10% 
81 0% 
1*7 11% 
10 7% 


8 4% 


10% 

9% 

9% 

10% 

9% 

11 % 

7% 

4% 


11 

9% 

0% 

10 % 

0% 

11 % 

7% 

.4% 


8% .«% Acids Elect . 

33% 18% Acucon 12 7Z7 20 % 20% 99% 

19% 18% Adam Expr 048 2.8 0 MJ7 18% 19% 18% 

40% 29% M U*r° 3.00 9.7 1408 31% W% 31 

21% 8% Ad Mtaro P 3.00309 313778 9% 9 9% 

9% S ArtaoM Orp 0.18 2.6 61 *37 8% 5% 6% 

38 33A«0anAOfl 1.06 49 8 4 54% 34% 54% 

47 38% Aetna Li £76 07 71871 41% 40% 41 

12 8% Afltt A 024 03 11 230 10% 10% 10% 

32% 24Aflac 0.44 1.5151810 29% 28% 29% 

19% 15% Ahmaiwsi 088 5.4 71796 18% W.% W% 

22% 5%A8aen Inc 7 107 7% 6% 7% 

49% 38% Air Pr Chat 085 £1 1729M 42% *1% 41% 

29% MAMnwFft 030 2.1 111640 14% dl3% 14% 

34% 22% (Urges mo .27 306 30 2S% 30 

12% 8% Alrioom 1.8814 0 8 '99 12 11% 12 

104 09% AlaPwOlO 018 8.1 

26% 21% AtaPw (HA 200 80 

nr 1(H% AtaPw9+4 9.44 OO 

108102% AM) Ph 11 
108% 101% Alab Pw 9P 9.00 8.7 
IMIQOVi Alab Q28C 899 51 
11% 10% AlaPwOpM 087 01 ... 

23% 17% Alaska Ah- 020 J.IK* 107 U% >8% 

21% 14% Albany tat 005 £3 34 68 IS 14% 


-% 


+% 


+% 
-% 
7% 
-% 
+% 

3 100 % 100 % 100 % -% 

111125% 28% 23% 
zlQO 1QO%dKB% 106 42% 

2 104 104 104 

3 103% 103% 103% 

2 103% 102% 102% 

3 10 % 10 % 10 % 

18% 

13 


33 21 % AlCutw B 024 1.1 19 1(0 22% 21% 22% 

25% »% AlCuNr A 024 12 18 178 20% 10% »% 

44% 38% Albertson* 084 1820 901 40 33% 38% 

22% 18% Alcan Mum 060 08 701230 21% 21% 21% 

43% 33% Alco .Stand 092 04181108 38% 39% 38% 

23% 15% AlexBrown 040 04 4 189 17% 18% ' 17 +% 

23% 18 Alaxr Aim 1.00 4JJ« 274 21% 21 21% +% 

38% 27% A lloghLud 008 08 30 197 33% 33% 33% -1% 

45% 41 % AM* Pew« 120 70 11 807 43% 43% 43% 4-% 

. 31 22% Allan Gp 1.73 12 « 24% 24% 24% 

30 19% Aflen Con 0.20 til 13 633 20% d18% 20 

27% 20% Allergan 038 1.7 24 889 21 % 20% 21% 

38% 20% Alincn Cap 220 70 13 303 31% 30% 31% 


100 IB 
078 7.1 
072 70 
072 TA 
080 02 


218 10% d10% 10% 
zlQO *0% 19% 19% 
09991 53% 82% 52% 
10% 10% 10% 


382 9% 

213 o9% 

81 9% 

1.48 3.0 10 974 38% 

2f SW 6% 

100 201591285 74 73% 73% 

2091 42 % 41% 42% 


9 % 0 % 

9 % 0 % 

9% 9% 

37% 38% 
8 8 % 


II 10% AmGoirtnc 098 80 182 ull% WV 10% 

8% 8% MlPradta 045 32 M 89 7 08% 8% 

23% 18% Amax 080 30170 789 21% 20% 21% 
12% 8>l Amax Odd 008 07 40 122 11% 11% 11% 

B AAmtxuety 0 301 % « J| 

25 15% Ameasi Ind 0.48 20 13 180 17 18% 17 

49% 3S%Ansstatax am IJSH18B2 46 46% 45% 

% % Amdura Crp OzlOQ 0.10 % 

10% 10 Am AdJ R 073 7.1 133 10% 10% .. 

29% 22% Am &WTk* 013 06 373213 27% 27% 27% 

33% 31% Am Br£7S £75 8.7 19 31% 31% 31% 

49% 42% Am Brands 1.75 30 111558 45% 44% 45% 

40% 34% Am Brtd M 008 20 ttzH O 37 37 37 

31 % 23% Am Bus Pfd 070 24 18 09 29% 29% 29% 

8% 7% M CM tact 004103 105 8% 8% 8% 

20% 18% Am Cap Bd 108 8834 lot 19% 19% 10% 

20% 18% As Cap GV 100 03 0 46 19% 19 10% 

66% 53 An Cyanamd I BS 3.0 131644. 55% 54% 54% 

34% 30% Am B Post 2.40 70 1234W 31% 31% 31% 

24% 20% Am Express 100 40 158182 23% 23% 23% 

48% 40% Am Gwd Co 308 40 101032 48% 46% 48 

8% B Am Govl to 0.77 8.7 204 a6% 8% 8 

37 27% Am Wl Pr 288 80 IS 158 30% 30% 30 . 

32% 23AnIM|gi* 004 27 16 33 32% 31% 31% 


12% 10% AHnce 01 
21% 18% Aid Irish 
81% 40% AHd Sig 
10% 8% AMxMUnTr 
9% OAlatlncOp 

0% 0% AJstMnlnc 
10 9% AlolMrtnc 
40% 34% ARId Crp 
8% 6% Alternate 
80% 81 Alcoa 

55% 38% Alza Cp A 


-% 

4% 

-% 

+% 

-% 

4% 

+% 

-% 


a 

+i 
-% 
oia -KLOS 
10 % 

+% 
+V 


+5 




B4% 68% tin Hom ffr 200 OB 155598 71% 70 
3% 0% Am HeMa 075330 107100 
2% % Am bnrnl 11104 

98% 82 Am bit Or 006 00113137 

8% 2 Am Md PI 200809 282 

11% 10% Am Opp he 1.00 9L1 09 

48 30% Am Ptwadt 060 1.4 10 061 
10% 7% Am Raal El 100129 S 88 
3% 2 Am Ship Bd 4 si . 

37 30% Am S»w l 070 20 9 753 34% 34% 34% 

44% 38% AT&T 102 218410177 42% 41% 42% 

18% 18% Am WUr HU 106 70 2 17% 17% 17% 

28% 20% Am Wmar 002 4.1 9 81 22% 22% 

3.52 08 131306 85 84% 

108 4019 2 31% 31% 

0 388 % A 

088 4.018 452 17 18% 

108 06 0 45 11% 11 

220 48242771 48 % 48 

030 40 7 57 7 6% 

0.12 2224 88 5% 5% 

144 3012 351 29% 28% 

8 221 3% 3% 

040 10812193 23% 22% 22 V -h 
9241088 9% 9-9% -% 

SO 30% +% 


86% 48% Araerftech 
38% 29% Amwoo kK 
2% A Amaa or SI 
18% 13% AM*Me* 

11% 10% AiasvSeex 
81% 41% Amoco 
8% 6% AmpcaPtn 
12% 8% Aram Inc x 
31% 21 % Amsoutti 
5% 3% Anacomp 
27% 18% Anadarko 
11% 8% Analog Da« 

40 28% Anoafica x 082 00 13 68 Wfl 
00% 51% AnlwiBadi 1.12 20183113 64* 



64% 


28 23% AHB PpoM 288104 <100 25% 25% 26% 

47% 34% AnflMm 18 738 34% <84% 34% 

14% 10 Anthony In 044 4014 29 11 10% 10% 

45% 39% Aon Corp 108 30 101251 42% 42% 42% 

18% 12Apaehs crp 04a 10OT191 18 16% 18 

11% 10% Ap*lbnF< 091 80 ra 11% 11 II 

10% 7APH 18 129 7 06% 8% 

102 96% AppalPxrPf 014 00 *M4 » 99 99% 

S 5% Apple Mag 4 227 8% 8% 8% 

23% ArcherOon 0.10 04 166076 24 23% 23% 

47% 38% Arw Cbanil 200 50 22 371 46% 46% «% 

11% 5% Arc Alask 111092- 11% 11% 11% 

12% «% Arista 028 3.1803062 0% S 9 

38% 29% Artta Pt 300 03 .10 38 »% 36 

11% lOArittaExpl 040 1452 37 10% 10% 

44% 32% Annco 4JSP 400103 25 43% . 42% 

7% 4% Armco Inc 11378 6% 6% 

24 19 Arms 2.TP 2.10 08 82 uM 22% 

37% 28Armstrong 140 34 271333 31% 30% 

31 BAmt El PI 14* 00 21 29% 2B% 

19% 14% Arrow Else 54 833 18% 17% 

11% 4% Artra Crp - I 24 6% 5 

27% 20% Arrln Ind 0.68 2.824 378 26% 28% »_ 

31% 19% Aaaroo Inc 080 2.7 283409 29% 29%- 29% 

38 28% AsNd Coal 040 14 *2 268 30% 20% 29% 

34 25% AsMnd OD 100 30 10 394 28% 25% 05% 

18% 12% Asia Pac F 82 >6% 15* 13% 

14% 10% Aawl Imr x £35200 8 S3 11% 11% 11% 

35 18% Aaa Nl Gas 0.12 00 35 6 22% 22% 22% 

10% 12% AMona 1.00 04 13. 49 15% 16% 16%' 

281 %233% A8 Rich 2 280 1.0 2 288 288286% 

37% 30% Afina Gas 208 50 15 77 35%' 35% 38% 

8% 4% Aaron So* 0.40 7.413 S 5% 5% 8% +% 

23% 19% Adme Egy * 1.82 8.9 10 396 22%-21% 22 -% 

119% 98% Ad Ridi 500 5.0 331641 113% 110% 110% -«% 

7 5% Allas 37 17 0% 8 8 -% 

23 10% Annex Engy 10* 80 14 200 31% 20 20 

13% HJ% Amds AON 050 40 12 354 .12 11% 11% 

10% 5 AudloAAd II 7 6% 5% S% 

12 8% Augat 040 38 9 168 11% 11% 11% 

10% 0% Austria Fd Q.M 10 171 8% OB% 8% 

49 41 % Autom Data 048 1.1231273 42% 41% 42% 

4% 2% Avalon Epy 6 213 2% 2% 2% 

28 24% Aromon * 040 14 22 48 26% 25% 36% 

30 23% Avnet Inc 000 20 19 311 2B% 36% 28% 

53% 44 Avon Prods 1.40 20 243706 50% 48% 60% 4-1% 

28% IB Aydn Corp 7 67 16% 16% 18% +% 



43% 35% BCE x 
7% I 


. 060 
13% 7% BET ADR 105 
8% 6% BdJmco 030 
19 17 Baker Fanl 0.80 

24% 15% Bahar Higb 048 
27% 22% Baldor Etc 042 
39% 33% Ball Corp 103 
8% 4% Bally M )0 
23 19% Baum GSE 1.44 

60 42% Bax (Ml 1.18 

30 28% BaneaBH V 2.05 

89% 98% BkntUtg Inc 0.80 
49% 35% BankAmrica 1.30 
00% 56 Bank Boat 800 

40% 318k Boabi P 300 

24% 11% Bank Bodn 040 
43% 30 Bad Mm 7 10? 

4S% 42% BankAm A 306 
70% 72% BankAffl B OOO 
68% SOBankara Tr 200 
30% 20% Banda ADR 1.78 
34 22% Bard fCRJ OAS 
38% 31% Barnet Ora 1.40 
40% 31 Soman at 132 

0% 4 % Bardd x 000 
8% 6% Bottle Mi 0.10 
80% 44 % Bausdi Lmo 000 
60% 43% Buaer Prl 3.15 
40% 32% Baxter 006 
24% 20% Bay St Oas 108 
23% 21% Bd Tr 1838 102 

18% 15 Bear Sons 080 

48 43 % BearStPIA 033 
23% 18% Baannas 064 
22% 17% - 


- B - 



8 6 +% 
21 % 21 % -% 
8% 8% +% 
43% 44 

7% 7% +% 
27% 27% 

*3% 44% +% 
88 08 % + 1 % 
43% 43% +% 

67 67 -% 

3B% 40 

22% 22% -J| 

37% 37% -% 

44% 44% -% 

»% 78% 

»% 60% 




CVga 

IW 1M. N1H CteM Praw. 

WgkLav n* Ota. 16 6108* Moh LowCtaala Cloee 
72 % 84% Baetan Oka 100 1.7 IB 700 72 71% 7t% 

37% 25% BakSng Hy 0.84 2021 10 27% 27% 27% 

48% 40% Baa Allan 200 50 (23(78 44% 44% 44% 

13% 10%Bad Indus 040 30 M 92 11% 11% 11% 

52% 42% BahSouBi 2.70 60151484 48% 48% 48% 

44% 30% Bate AM A 002 10 38 121 42 42% 42% 

08% 19% Bands 048 1022 298 24% »% 24% 

53% SOBanef 43P 400 BJ 2 S 62 82 

07% 60% Band 200 40 9 273 50% 60% K% 

25% 18% BanaHon A 000 10 W 12 21% 21% 21% 

i% % Banguat B 48 624 1% 1 1 

9200 8S75 Bertaft Hwy 50 2 8090 8825 8990 

20% 18% Berlin 008 11 1 114 18 17% IB 

14% lO%B*iry.Mrx 080 5017 3 11% 11 % .12 

28 14% Bast Bay I7i93< n% 17 17 % 

25 20% Beth St 2- 200108 1125 22 22% 22% 

61% 40% Bamfm PI 500 too 489 47 48 47 

17% 12% Battihm St 040 20 11394 19% 14% 19% 

10% 7% Baverty En 180*2 7% 7% 7% 

26% ISBtacrsB 010 067B 70 20% 19 20% 4-1% 

31% 21% flknitoflnr S 0 BO 00*3 480 29% 25% 25% 4% 

26% 18% Stack & D 040 10283207 22% 27% 22% +% 

32% 28% Stott H PL 104 40 IB 23 30 % 29% 29% -% 


-% 


+% 

-% 


4-% 


+% 


11% 10% BftstnAd* x 090 0.4 85 11 10% 

11 9% Bhctal !n x 095 02 SS 10 % 10 % 10% 

11% 10% BtottKTrx 000 80 389 10% W% (0% 

41% 90% Bkxdt HAH 1.00 3.02330SB 33% 32% 32% 

16% 11% Blottbustr 002 02 213700 13% 12% 13 

8% 7%BtuaCMp 000102 105 7% 7%. 7% 

12% 8% BMC US) 4 299 7 dB% 8% 

54% 41%-Boalltg 100 20 8016 42% *1% 4t% 

25% 17% Bd* CMC I 000 3.4 5 402 18 017% 17% 

6% 4% Ban BSN 008 1018 88 4% (M% 4% 

22% 13% Bonin Ch 20411.4 13 78 17% 17% 17% 4% 

04% 14% Son* Cfi U 10611012 6W 18 17% 18 +% 

34% 20% BQrdan Inc 100 30 152374 30% 29% 30% 4% 

20% 18% Basin Can 20611.4 10 11 19% 19% 19% +% 

13% 14% BatnE PIC 1A8 9.7 - 4 16 18 15 

108100% Bento Ed 3 80S 80 Z100 104 103 10* 

27% 20 Bowcler 100 50*7 008 20% 20% 20% 4% 

23% 14% Brazil Fnd 819 17% 17% 17% -% 

31% 20% BRE Prop ZM 8.1 W 74 29 % 29% 29% -% 

54% 41% Srigga 8 S 100 30 t3 177 45% 44% 46% +% 

41% 29% Brmkarint 20 5*0 31% 30% 31% +9 

00% 02% BriaM M 2.78 40 lOfflH 08% 68% 60% -% 

57% 30% Blit Airwy 2.00 40 81185 BO% SO% 60% -H% 

40% 40% Bril Oas 305 02 11 135 48 45% 45% -% 

66% 60% BP ADR 404 70 743784 58% 54% 94% -1% 

31% 27% BP Prodhea £48 84 0 381 30 29% aO 

1% % Bp WIS93 684 015 d% % -002 

18% 11% Brit Steel 1.70120 7 548 13% 13% 13% 

68% 93% Bril Tal 4.48 7.1 10 453 88% «% 83 

21 (5% StaMd Inc 000 U 10 377 15% (5% 16% 

33 2B% BridnPfd £47 9.1 3 27% 27% 27 

31% 28 Brooklyn U 104 8.1 12 187 31% 31% 91% 

90 72 BrwnPonunB £44 3.1 14 178 78% 77% 77% 

28% ~ 21 Brown Crp 100 7040 912 21% 21% 21% 

10% 8% BromtShp 002 *J 37 8 8% 06% 8% 

24% 19% BnMnBg Px 008.30 174097 21 20% 20% 

3% 1% BRT 1 3 1% d1% 1% 

17% 13% Brunswick 044 3.14701348 14% 14 M% 

19 12% Brush Watt 000 10 9 SS 18% 16% 18% 

28% 25% Buckeya Pt £00 90 W 23 28% 28 28 

16% 15% Dixdnr Wi 1.44 9.1 o 10 10 15% 16% 

14% 11% BtxgarKI 1.5611.418 82 14 13% 13% 

23% 18% Burl Coat 10 207 10% 19 18% 

47% 30Burl North 100 03122868 38% 36% »% 

42% 38Burin Rsae 070 10281841 39% 38% 39 


18 14% 


PCX 1.88 07 47 » 


16% 16% 


-% 


-% 


-% 

-% 

I 


- c - 

048 1020 303 32% 32% 32% 
1.00 09 32 000197% 196 195 

3 28 1 g J 

14% CMS Energy 048 01301333 16V 16% 15^ 


37% 30% C8) tod 

N0% " 


na%u 2 % css ine 

1% % CCX Inc 

% CP Incuts 018840 6 83 Ad' 
03 16% 151 


-% 


104% 78% CNA Rid 
*8 39% epe ma 
27% a CPI Coro 
87% 54% CSX 
24% 17% CTS Corp 


8 96 96% 84% 09%. 
100 2017478Ol>46% 45% 45% 
058 20 (32703 22% <121% SU 


'A 


10Z 20 011232 59% 

_ 075 3.130 67 22% 

33% 28% CabloOWVre 073 2 A 19 510 30% 

86% 42% CabMron 2211S 47% 

47% 31% Cabot Corp l.ad £4 17 780 43% 

10% Cabal 04S 016 10t» 22 13% 
nCadnoettaan 33 00i 21% 

41 23Caesars VTI 92309 28% 26 

2% 1 % Cal Raal E 026120 7 2 2 1 

4% 2% Calfad toe 0.12 £8 0 293 4% 

28% 16% Catgen Cbn 20 836 18% 

28% 22% CaOmai Co 004 2041 37 26% 

1% % Canon Inc 0 20 A 

43% 31% Campbell S 07B 20 183964 34% 

« % CampU Rs 23 291 % 

13% Can Pac x 032 £1 32544 16% ._ ... 

487410% CWCIOMX 020 00 21 247 408*80% 456% -8% 

03% 52 Cap Mdg 102 £310 641 57% 67% 67% 

3i%ai%CroMn0x 100 40 22 a% as 

35% 27% CapOdM|ax 30010.010 106 32% 

% % Caraarcom 0 126 % 

45% 36% Carilala 108 30 61 27 *3% 42 
3% %Carok»Pe o m 1% 1 

3o% laicaroftmFr am 42 4i 2 ia 14 % 




- +% 
SJf 5 
w% +k 

IT .4% 
40 +% 
28 +% 


+4 

+% 


23% 20% Qwoda N G 1.40 8019 63 21% 217 

13 8% Cash Arnar 008 00 It 286 10% 10> 

82% 41% CMarpHlr 080 L1 102292 54% 90 F 

10%, 8% CO Carp 21 13 .8 T 

21% 17% Cadar Fair 108 7011 66 20% 19 

28 23% CnHudCEPf 108 70 6 25% 26 

47% 28% CmM Crp 000 3.12110TO 28% »' 

20 1B% CanMrior 100 04 101224 17 I8< 

35 30% Caen On x 040 10 IB TOO 40% 30 

28% 26% Canir Hdan 102 60 II 122 28% 27 . 

26% 22% C*dr Loul £7011.4 12 379 24%. 24% 34% 

22% 19% Can* Main 100 70 II 715 22% 22% 22% 

23% ISCMPNmpa 040 1020 90 21% 21% 21% 

34% 29% Canir Vrmi 208 80 11 83 81% 31% 31% 

3B 24% Camr&SW 104 6.5 13 090 27% 27% 27% 

30% 27%Canlury H 044 1421 309 2B% 39% 28% 

30% 23% Champion x 020 0.75*21220 27% 27 27% 

12% 9% Chaparral 020 1023 41 10% 10% 10% 

13 6 Chari Haa 14x100 8% 8% 8% 

53% 40% Chas*MTO0 60S 90 11 62% 52% 52% 

47% 35% ChaaM PIF 3.93 84 10 46% 48% 48% 

30% 17% CtwaaManh 1JD 44 82412 27 28% 28% 

7% 2% Chauta B 18 380 6% 8% 8% 

48% 42V Chaw»Pit 3L68 &l 21 48% 48 48% 

10% abCWBCl 083 7.8 0 3441110% 10% 10% 

51% 44% OwmSkAdl x 446 00 12 49% 40% 40% 

1 % AdiamBXgB 000200 0 Z75 1 1 1 

29% 2S Chained 200 7.419 327 27 28% 27+0% 

39% 21% Cham Bkg 120 34 89482 36% 35% 35% +% 

23% 18% Cbn WUMx 020 1.154 878 18 17% 18 +% 

29% 21% Chesapeake 0.72 30 30 183 25 22% 22% -% 

73% 80%ctiawan 300 4 4 222507 09 88% »% -% 

146% 134CMC Mwh 26 40 1*3% 143% 143% 

84% 78CWc Ml Pt 800 60 6 84 % 84% 84% 

41 24 Chile Fund 3.18 94 134 33% 34 34 • 

40% 10% Chhudta B 008 30 101268 18 17% 17% 

9% 5% Choc* RiB 19 194 7 6% 6% **% 

28% 24% Chria Cr* 12 93 28 23% 28 +% 

34% 28% Chrisdana 28 8 28% 28% 28% 

21% 11%Chry*tar x 080 20117446 21% 20% 21 

78% 62% CBM Clap i 1.00 £2 114168 70% 69% 70% +1% 

60% 47% Cigna Corp 3.04 6.4 7 963 56% 66% 681] +1% 

7\ TOgnHI* OM112 890 00 7% 

38 33% Cncorp In £48 07 12 83 38% 36% 38 

81% 6aCtaGE4.75 475 01 znJ0uB1% 51% n 
20 % 16% Cbm Ban 000 47 28 277 17% " “ 

39% 33% One Qaa £48 7011 337 34% 

18% 10% One MMac 096 £7 4 475 13% 

3% 1% Obidplax 0 2 288 3 

28% zncipeco 102 8013 118 26% 26 

35% 22% Cbcuit Cl x 012 04171719 30% 30% 

47% 36 Circus Or 20 864 40 30% 

21% 10% CWcorp 1.00 48 7 B3* 20% 

26% 21 % Cmcp9.12 £28 89 71 29% 

74% 50% CKpPOAd 800 82 48 73% 72% 73 +% 

88% 60% CtepPOAd 700 02 48 85 84% 84% +% 

38% 35% Ozn IW A 17 116 38% 38% 36% 

»% MCtznUOB 1.11 3.1 16 08 36 % 36 38% 

16 10% CHy riaXii 084 30 18 121 11% 11% 11% 

10% 8% Claires St OW 10 21 277 8% d6% B% 

28% 22% Crt Eqrt 4 1*6 25 24% 24% 

27% 13% Ctaytoa Hm IB3S9D lBh 17% 17% 

9% 8% demento Q 035 30 86 9% 8% 

BO 83Ctava70B 706 OB *100 88 US 

40% 33% CievMCIf 100 30 B10S2 34% 33% 33% 

88 82% OrrvW El 7.40 06 ZIOO 86 S3 88 

52 39% Qorox Co 1.88 3034 428 44 43% 43% 

32% 21% Club MaQ 000 12 12 687 34% 23% 24% 

12% 11% CNA bxXMe 1.16 90 87 12% 12% 12% 

B% G% Coachmen 008 10 4 38 5% <15% 6% 

12% 7 Coast Sav 040 30 3 81 10% 10% 10% 

at acwrtl 040 10 421813 29 29% 20% 

48% 33% Coe* Cola 008 1.431W0I 40% 40 40% 

18% 12% CocadEn a- - ' 

18% 13% Coaur Darn 
53% 45% Cotaaia 

12% 11% Colon tov 008 70 73 11% 11% ft 

8 % 8 % Cokxdal H 008 70 204 08 % 6% 

6% 5% Colonial I 078110 214 uB% 6% 

S 7% Colonlai M 004 7.9 70 0% 8% 

MCdtombOM £32180 1 909 15% 15% 

23% 13%comdtooo 028 10 25 483 14% 14% 

83% 82% Cam*Id I 1.BB 30 11 842 59% 68% 

10% 18% Comlntnc 008 40 28 71 17 17 

2S% 10% Cooind Mat 002 £2 25 12 23% 23% 23% +% 

42% 34% comm Sal 100 04 11 68* 42 40% 41% +1 

19% 9%Commodore BBSS 10% 9% 10% 4% 

39% 31% (MhE 102 1.42 40 12 91%d31% 51% 

24% 22% CwthE 10 100 OO 118 23% 23% 23% 

28% 23% CwthEd20O £00 80 3 2 24% 24% 24% 

20% 28CwtHEd£37 £38 80 14 27% 27% 27% 

33 30% ewth&oar £68 80 4 3Z% 3?% 32% 
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17% 16% K-cott kx x 109 B0 21 47 16% 16% 18% 

24% 21% mnttJctalx T 65 7.0 30 95 23% 23% 23% 

15% 12% HBMfc—r» 040 £1 10 283 12% d!2% 12 V 
13% lOHaivfy Harm 020 1621 120 12% 12 <2% 

26% MV Hama 065 £8 43 808 25 24% 24% 

28% (8 Han naked 030 10 16 230 18% 17% 16% +% 

5 3% Hanson Wl 121 3% 3% 3% 4% 

22% 17% fdMsan ADR I.J0 5J IQB342 X 19% 20 +-% 

4 1% Harken 2 217 2% 2% 2% 

28% 20% Hariand 090 42 16 229 21% 

65 43% Harley Daw 201222 47% 

T4% 8% Harman M 13 115 11% 

22% 10 tamuKH* x 0*0 £1 10 535 (0% 

34 26% Hama Crp 104 30 12 310 27% 27% £7% 

30% 27% Hataoo Crp U2 £7 11 81 36% 35% 36 

55% 45% Hardd Sim £00 30 16 122 56% 54% 54% 

8% 5% Hartawn C 080 100 3 536 6% 8 6 

18% 17% Hanaraa x 100 8 5 10 17% 17% 17% 

38% 35% HawrilonEI £24 5 7 16 987u39% 38% 39% 

25% 19% Health Ca 304 MB 18 457 23% 22% 22% 

10 6% Health Equ OM 103 BO (68 9% 9 9% 

14% 6% Health Rhb 10410811 270 12 11% 11% 

37% 15% HaalBiath 18 893 17% 18% 16% 4-% 

12% 9 Had* Min 005 0041 278 10% 10 10 +% 

35 (8% HUboMey 008 10 18 655 28% 27% 28 

42% 35% Heinz X 108 20 153422 37 38% 38% 

42% 3D % Helena Cor 024 07 101007 34% 33% 33% 

24% 10% HaftnarichP 048 £047 141 23% 23 23% 

55% 44% Harodas £24 40 251201 53% 52% S3 
*5% 38% Harshny 098 24 18 903 4* 40% 41 

B5 54% HMtfM < 000 12 188494 70 88% 89% 

14% t0% Hincal Crp 044 30 10 62 ««% 11% 

10 8 FfrSfHtar 12 24 8% 

8% 2% Hibernia A 080 92 I 390 8% 

6% 4% High Ine 080 M4 358 u5% 

6% B% High Well 083103 871 8% 

8% 6% 19 VM Inc • 0.90100 698 8% 

8% 6% Hi YW Pis 084 10.5 116 8% 

43% 33% KWenbran 035 10 26 225 35% 

2 fl Hite DOpt 1 59 1% 

63% 39% HWton HB 120 
78% 56% HitachlADR 070 

5 2% Hainan Inc 4 30 3% 3 3, 

71% 59% HameOapM 01B 03 524873 67% «% 87% +-1% 

8% 4% Homo Shop 17 817 5% 5% 5% 

1% % HozwM Ca 03028.7 0 894 % % V 

18% 10% Homaxuxa 020 1-5 134181 13% 13% 13% 

7% *% (tod* Hg i 080 1L4 7 420 5% 5% 5% 

25% 15HCMMA0H 0.17 00 22 37 21% 21% 

76% 63% Honeywell 105 2.4 123807 88% 

11% 5% Horzn Htlh 15 194 6% 

22% 18% Homre* 038 19 16 408 18% 

9% 6% Horsham 121432 8% 

1% 1} Howl Inv 0 100 % 

33% ZB Houghton M 079 £6 16 125 30% 

28 14% Houae Fab 0 48 3*10 287 14%d!4% 14% 

66% 41% Hausehinl £28 40191119 50% 49% 49% 

27% 24% Hitild Int 239 80 5 36% 25% 26% 

11% 7% Howell 016 10 5 14 10% 10% 10% 

9% Hudson Fdi 012 1624 6 7% 7% 7% 

24% 12% Huffy Carp 030 £4 82828 I2%dl3% 12% 

13% 10% Hughai Sup 012 10 17 54 11% 11% 11% 

29% 19% Htaiuna Inc OSO 4.4 02832 20% 20% 20% 

17% 13% Hum Mttg C 03* £5 21 II 13% 13' 

23% 12 V Huntingdon 028 £212 49 

12 11 Hyperion 1.20100 435 


. 11% 
6 % 0 % 

si & 

si s% 

7% 8 

35 35% 


+% 


3 

1 


I 59 1% 1% 1% -% 

130 2722 807 45 44 % 44% -% 
070 10214 *2 60% 59% 90% +% 



3% 13% 13% 
13 12% 12< 
U12 11% 12 


ii 

-% 


- I - 

19% 14% IBP Inc 020 1.1 29 928 
3% 2% ICM-Proo 4 20 


IB 17% 17% +H 
2 % 2 % 2 % 


47% 44 BH>w708 

28% 34% ID PW08 
25% 24% IU Pr42 
50% *7WPr034 


+% 


25% 9% ICN Ph»m £41099 <0% d9% 10 

»% 26IE bnhistr £10 80 6 106 28% d26 26% 

27% 21% IP Thnberl £89110 8 « 25% 26% 25% 

10% OIRT Pretty 000 90 19 36 10 9% 9% 

70% 54% ITT Carp 1.84 £9 112499 63 % 92% 63% 

2B% 24% Malta Pwr 1.98 7.2 17 118 28% 29 28 

21 % 16 % Mm Carp 14 27 19% 19% 19% 

29% 25%mPw4 42 £21 62 5 26% 28% 28% 

29% 27 IHPw 4.7 £35 80 . 5 29% 28% 29% 

52 49% IUPwS.94 447 87 1 100 ufi£ 62 81% 

£78 80 HOO 48% 48% 47% 

204 70 ZIOO 25% 25% 25% 

£10 8.1 30 2B 25% 26 

_ __ 412 82 ZIOO 60 SO 50% 

25% 20% lUbwtoCn x 0 40 1.9 12 745 71% 20% 21% 

42 37% IlIPwARPA 300 7.3 4 41 *1 41 

50% 45% BPwARPB 350 7.0 2 49% *9% SO ■#•% 

25 20% Win Pwr 0.60 34 20 554 23 % 23% 23% 

101% 93% la 409 4,717 131 91 90% 91 

88 43IMC F*M > 1.08 £5 B 144 44 43 % 43% 

48% 28% toon Crp > 040 10192008 30% 29 % 29% 

13% 9% Ima Oaf x 000 30 24 215 (£% (2% (Z% 

18% 17% INA Invest 1 52 08 34 17% 17% 17% 

34% 27% taco LM 100 34IB351 £9% 29% 

28 £5 ImJMPZtS 2.15 &4 21 £5% 25% 25% 

87% 26% (ndMP£3a £25 8 6 5 28% 28% 28% 

68% 83% lndMP708 7.06 8 3 4 88% 86% 65% 

26 13% lixHaGnti 093 8.0 195 15% 16% 15% 

29% 25% Ind Energy 1.42 50 Ml 32 77% 27 27% 

11% Blndon Fund O0« 04 M 10% 9% 10% 

33% 25% Imaraon 070 £0 IB449* 26% 26% 26% 

... 0.80 £8 2 842 25% 25% ZS% 

050 10 9 10 21% 21% 21 

0 981 & 005 005 

16 002 dO 02 002 

9 336 3% 3% 3% 

0 5 < % C 

004 00 4 206 15% 14% 14% 

106 80 61 21% 21V £<? 


4 


2/ £1% Inland Sd 
M% 20 % Imshiph 

% £ Integra 

002 Integra PI 
3lntsiildl 
1 U Intel ogle 
19% 14% Inter Reg 
22 % 20 % Inlotcap 
1 t* Imerca 
9% 4lnfwuka 
98% 81% ISM 
111% 80% bit F&F x 


29% 23% Int MuM X 0 80 13 12 332 34% 
78% M% Int Paper 1.89 £5 191876 87% 


0 563 0.06 d,‘. 

3 174 4% rt* 

404 50IOBDG2I 98% 85% 95% 

£72 20 21 S22 96% 87 97 

24 34% 


30% 25% InfpuMc 
8% 4% biMrsUhn 
35% 30% intsiPw 
24% 13% lnteten 
10% 8 im Racd 

9% 4% Ull TOCIW 
34% 31% hid.Game 
30% 27% biialP£28 
67 ja 42% tonka 


87 87% 
S% 2B% 


0.48 1.7 20 BSl £7% 35% 

7 40 8% 8% 8% 

£08 8.4 12 16 32 % 32 32% 

17 86 15% 15% 15% 

103315 9 % 8% 8% 

21 302 5% 5% 5% 

371428 25% 25% 25% 

£28 70 2 29% 29 29% 

_ _ 34 191 $4% 54 54 

23% Iowa I QBE 173 7 1 13 71 24 % 24% 24% 


i 

3 


38% 81% (pom Enr 108 60 IS 143 35% 39% 33% 

8% 7 Irion Imre 15 ■ 7% 8 

10% 8% Italy Fund 0 67 BA 68 9 8 % 0% 

47% 42% tod £375 138 7.9 60 43 42 % 42% 

19% 18% Itel Coro 8 325 16% »% 18% 


- J - 

43% 39% J River PF 338 8.1 fi 41% 41% 41% 

44% 38% J HIVWH 300 83 55 42 41% 42 

I9< 12 JWP kne 10 9B9 12% 12% 12% +% 

14% 7% Jackpot En 032 £4 41 SO 13% 13 13% 

36% 22% Jacobi Eng 34 IM 23% ZJ 23% +% 

8% si Jakarta Gr 88 8 7% 7% 

7% 3% Jamoomy 43 50* 3% 3% 3% 

11% 8% Jap OK 277 9% 9% 9% 

44 33% JoIHran P 108 1311 323 *1% *(% <1% +% 

80% 93% JraCPwtf* 800 OO *100 M% 98% 99% +-1 

26% 25% Jerseyfl.75 £19 03 « 28% 20 26% +% 

98 93% Jr*yP708 7.88 80 3u98% M% » -«% 

43% 3<% Jofunen Co IM 3A 15 657 38% 37% 38% +% 

68% 43Johnson 032 £0198800 45% 44% 44% -% 

12% 8 Jotansaon 040 4.3 13 38 9% B% 9% 

37% 24% Joatons In OM 33 15 347 25% 25% 25% -% 


24% 18% XUI H IMi 


- K - 

42 199 21% 


£1 +% 


27% Z0% K Mert Crp 092 4 1 128035 22% 21% 22% +% 

27 % 20% KM Esww t 124 1012 147 £4% 24% 24% +% 

62% 80 KanCl 4.5 460 T.3 2 60 OBO 91% +1% 


25% 

23% 


-% 


*h 


23 25% hanCO03 £33 6J 2 27% 27% 28% 

£1 17% KanebP Pf £20109 9 188 20% 20% 20% 

9% 8% Kanob *W x 10011.1 33 8 8% 9 

5 4 KoiMb Sen MHH3 4% 4% 4 % 

Z4% KnnCyPJ.J 120 70 2 28 2B a 

. 30 KanCyP 1.44 08 15 832 21% 21% £1% 

14% 13% KanCyS <% 100 70 2 14% 13% 13% 

30% 2B% KunaanS In 0 90 10 13 255 33% 32J 33 +% 

13% 7% toMr OH> I0II3» 7% d7% 7% +% 

19% 19% Kalytad 025 1JS 25 M 10% 10% 18% -% 

25 13 Koulma«taBr OJ» £J IS381I 13% d13 13 ~% 

11 % io% K1 Baa Aim 004 1.7 82 it% io% 10 % 

97 44% Kalloga Co 1 13 1.7 244287 M% M% 

33% 94% Kellawd 090 3 f U 58? Xh »% 


CtFoa 

«m pf «s Goto Pw. 

ww low Stock Dta. H E 180a IW LWX Grata COM* 

VAlbKMlMii 108 90 264 10% W% »% 

48% 23% Kemper 092 3.8 BIOT »% a*% 

gU 8% Itenner 19 k 096 109 M «9% 9% 9% 

Sh 8%«SSr«Jf 0.75 80 397 U9% 

13% 12% Ma#*rtea* O0T 1 -1 
12 V 11% Kwroer SB-■ 090 70 


_ 9% 9% 

132 12% 12% 12% 
90 12% «% «% 


+% 


35% 29% Kmutematel I.W M 99 191 *>V M% »% +> 
19 18% Karr O 1.7 1-70 90 2 17 IT 17% % 

7 % 6 Karr Grass 04* 80 8 84 8% 8% 6% +% 

43% 35% Karr McGee 1.S2 30231H6 *>% +{• 

S% 27% KtetoOTO 1 « 14 16 965 30% »% 30% +% 

lab fob Kaysin Con 5 9 11 h HJi 1]J 

30% 21% Kayaln lid 068 £839 437 SM% 3V 7% 

58% 48% KuiSttlyCI 104 £9171664 56% 55% M% +V 

4V 2% KHmnina En 41 » 3 J7 2 J. 

£7% 22% King Wbr« 91478 23% K% » 

84% 51% KrdgftcRWr 7.40 £*21 924 57% 58% 57% 

7% 6% Knogo Corp 0.10 10 2 48 7 6% 7 

1% 021 Kogar Prop I.00200J 0 173 % B to 

8% 5% Ko*morgen 008 1.4 1 31 5% 8% 5% 

18% 11 Korea Fd 013 1.1*7 182 11% 11% 11% 

21 % 14% Kroger Co 12 922 15% 18% 15% +% 

27V 23% KU Energy 108 80 12 73 28 25% 28 

18 14% KuMmnn Co 000 4.1 11 127 14% d!4% 14% “% 

74% 59% Kyocera CP 002 1.0 28 7 65% 68% (B% +% 

Jl% 8V Kyssw tetto 0.40 18 28 46 10% 10% 10% +% 



18% 10% LA Goar 8 451 W% 13% 13% 

32 29% LG & E En 1.96 Ol 141322 u32% 31% 32% 

9V 8% LSI LOOM *01175 8% dB 8 

8 2% LTV 508 It 2% 

1% % LTV Corp 1 413 

1% % LTV 125 ZIOO 

2 % LTV 308 4 

6% 1% LTV 5.00 3 2% 

8% etaOnu Ml 000100 32 *2 7% 

18% 14% U Qurtte 002 40 M 3 17 18? 

38% 30% LaZBoy 060 £8 19 10 23% 23? 

8% 5% Lac Mtola 008 1.1542865 7% 1 7% 

38% 33V Laclede Ga £40 8.7 14 23 35V 35% 38% 

18 12%Lalarge 030 2.1 17 939 14% M 14% 

7 4Lanson5S B 98 6% 5% B% 

37% 28 Land* End 18 805 32% 32% 32% *h 

14% 12% Lawler Int 0.40 12 19 438 12% 12% 12% -% 

(8% 11% Laaronai 0.48 1614 2 13% 13% 13% 

30% 23Lea Entero 078 £820 5 28% £8% 28% 

36% 19% lagg Ham« 036 10 8 33 19% d!9% 19% 

26% 78% Logger 8 P 0.44 £8 761781 21% 21% 21% 

% % LetsBTeeh 0 19 A O.W A 

29% 17% Lennar Crp 012 0617I3M 21% 20% 20% +% 

22% 12% Laatoy Fay 9 410 14% 13% M% +% 

11% 10% Lberty as k 1.08105 592 10% d10% 10% 

31% 20% LtwrtyCp* an 1,713 09 29 % 29% 29% 

37% llUtodme 71137 13% 11% 13% +2 

87% 03% uny 200 14133071 88% (M 64% -% 

32% re% Umlled 026 1.3 195581 22% 21% 21% ~% 

41% 50% Uncn Nl £92 40 10 859 u62 80%6l% +1 

2*2224% Uncn N PI 100 10 6 231 231 23t 

17% 15% Uncn NiFd 006 5.7 55 17 18% 18% +% 

68 82% LonttL P1B 500 70 slOO 63 63 63 

49% 44% Ulton 38 66* 46 % 45% 48% -1% 

47% 32% UzCtolb 040 10133411 38% 34% 34%. • 

3V 1% LL&E Rita 06220 7 4 222 3% 3 3 -% 

47% 30% Lockheed £12 40 8 220 44 43% 44 +% 

50V LocBW Co 078 10 21 427 41% 40% 41 >% 

118% (03% Loews Corp 100 09 7 370 113% 112% 113% 4% 

27% MVLcgtoonx 024 1.5 6 558 15% U 
11% 7V LoraiHnCp 1370 8 d7 

2% % Lomas*Na« 004 KU 0 is H 

5% 3% Lone Star 5 60 3 % 3 . 

29 Z7% UaL £98 £88 0 4 47 28% 38% 28% 

38% 26% LongiaBS £43 85 l?u28% 38% 28% 

28 26Longt£47 £47 9.8 8 27% 27% 27% 4-% 

98% 94 LongM80O 800 80 zlOO 97% 97% 97% 

105% 1IS% UaL 00 900 90 2104% W4% 105% +1% 

24% 22% LongfUFng LTD 7011 721 23% 23% 23% +% 

*0 33% Longs Drug LB 12 « 00 34% 34% 34% 

18% 13% LnpgrinrFa 0.40 20 30 327 13% 18% 16% 

39% 31% Loral Corp 006 10 7 802 32% 31% 31% +% 

29% 27% touisl£B 116100 21 u£9% 29% 29% 

37% 25%Loula Land 1.00 3.0 72 146 33V 33% 33% ~% 

47 39% Loula Pac 000 10 33 933 43% 43 43 -% 

48% 32% Lowoa Co 008 0.7751697 38% 37% 38% +1% 
70% 35% LuOriZOi 1.80 £4 17 498 87% - 87 87% +% 

17% 14 Lnhya Cafe 000 12 13 909 15% 15% 18% -% 

58% 39% Lukens Inc 148 £9 25 43 53% 52% S3 +% 

63% 52% Luxodiea 049 00 22 82? 54% S3% 93% -% 

33% 24% Lydtfl Inc 19 14 27% 27% 27% +% 

35V 22LynndaN P 100 8.116 355 22% 22% 22% -% 


18% +% 
7% -% 

aS 


- M - 

7% 4% M A COM 71470 5 

54% 43% MOA toe z 068 1012 731 51% 
24% 21% MCN 1.M 6718«70u34% 

4% 1% MDC HWga 18 668 3% 

26% 21% MDU Raa 1.44 64 13 138 23 

11 10%NF50wrt*k 10011.0 288 oil 10 


4% 5 4% 

S0% 91%' +% 
24% 24% +% 

3% 3% 

23 22% 22V +% 

«V -- 


12% 7% IfSGn llr i OBB IQ.7 12 620 8% 8% 6% 

12% 10V MGI Prop 080 /018 56 11% 11% »%••-% 
13% 10% MOM Grand 982028 13% 13% 13% +% 

2% 1% MIS Group 11508 1% dl% 1% -% 

12% 4% MNC Rnwnc 1.18108 31422 10% 10% 10% >+% 

1712% MagnaWk II 96 14% 14% (4% +% 


MAI Same 0 28 % % 

Malar Go 7 18 OH Oil A 

14% 11V Malaysia F 007 05 80 13% 13% 13% 

18% 14% Manor Cara 009 0022 120 18% 18% K% 

17% 13% Manpower 19 274 13% 13% 13% 

10 S% Manoa Loa. 00011.4 80 85 7% 7% 7% 

IQV 7% MamrUto 16 885 0% 9 9% 

19% 18% MVSle Pf 124 19% 19% »% 

62% 64% MapCO Ine 100 10 15 373 68% 0M% 04%. 
% % Maroada 1 34 A A A 

39 31% Marion Mar 100 30 151277 32% 32% 32 


+005 

S 

■J 

+% 

. 1.15380 12 209 3% ' 3 3 

11% Matt IV 009 0712 487 13% 13%, • 13% 

(3% Marriott 028 1.7212946 IT 18% 18% 

7(% 44araflM4ci. £70 05 183712 77% 75% 77% +1% 

25% Marshall U 05 29% 29% 29% -% 

... SOM Mariana 100 30 71ID5 50% 69% 80% +% 

29% 22% Masco Carp 000 £582*231 25% 24% 24% 

9% 7% Moaomul Pt 088107 14 8% 8% 8% 

29% 28% ManmidCp Z0BW.4 7 SC 38V 36% 28% +% 

119% 93% Mateushlte 087 00 22 18 HJ1% W0% K)l% 4% 

25% 19% Man*! Ine 020 08182067 24% 23% 2*% +% 

40% 33% Maxus Pt * 400 90 51 40% 40% *0% 

8% 6% Maxus En 0.40 07 S67B8 6 dS% 6 

83% SI%l4*yDndS 106 3.1 131080 63% 62% 83 +•% 

20% 15% Maytag Crp 080 30183551 16% 18% 16% -% 

44 36% UBNACHpi 1JB 40 111298 38% 86 36% +% 

22% UMcCUtchy 020 0924 11 21% 20% 21' 

30% 25% McOanm£2 £29 80 19 37% 27% 27 

31 37% MM)armi£0 £00- 9.7 8 30% 29% 29 

14% 9% McOon Inv 020 £0 5 109 10% 10 10 

47% 36% McOon Corp 040 00 U6414 49% 


+% 


B% McOon Corp 040 00 186414 43% 45 40% 

78 38% McOon Dgl 1.40 3.7 41640 38% 37% 37% 


68% 58% McGrawHI £24 3.0 (8 710 58^ 


57% 97% -1% 
- 30% 
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«to 50*1_ ^ — - - 

37% 30% McKesson 100 62 38 487 30% 30% 

30% 33% Maad Corp 100 30 24 979 33% 433% 33% 

25 18% Maaaurax 044 £3377 228 19% 18% 18% 

87% 47M*rUdCara 237283 80 48% 46% 

31% ZS% MadKnm £42 OB IS 2*8 27% 26% 37% 

98% 63% Medtronic 046 08 29 868 77% 78 78% +1% 

20 V 16% MadUM Crp 040 £2 21 327 19% 18 18 -% 

5% 4 MB Divan 8 250 4% 4% 4% +% 

29% 28 Mellon 8kH £60 9 2 37 26% 28% 28% 

43 33% Melton BA 1+0 30 B1340 40% 39% « 

52 42% Metafile 1+8 30 142068 44% 43% 44% 

43% 32% Hero Stare 102 3.1 10 193 33% 33% 33% 

56% 46% Merck Inc 092 10 2SZ1M 60 49 *8% -1% 

13% 16% Mercury Fd 002 18 28 280 llVdll' 

28% 34% MarodlOl 064 20 21 99 25% 25 

68% 4*% Martin Ln 100 20 73581 48% 47 

13% 9% MerryGofld 005 0*33 74? 13% 12 

7% 2% Mass Inc 13883 8% 8% 

« ail Mesa CMifi 011 542 2 BS8 021 

1 Meaobl Tat 006 80 122363 1% 

11 8% Maatok Inc 10 41 6 

40 31% M« Flm A £00 8.1 14 32 

48% 48% MBHE30O x 3.00 8.1 alOQ 47 

12% 9% MatrFInl 003 20 4 422 11% d!1% 11% +% 

31% 18% Mexico Fd 008 1.7 67035 £1% 21% 21% +% 

4% 2Mlckatoarr 006 1013 22 4 3% 4 +% 

35% 16% MWAmWasks 19 185 17 18% 16% +% 

42 33M«Mperox 002 10 IS 30S 34% 33% 34 +% 

S8% 85% MMM 300 3.3181502 96 95% 95% 

37% 22 MMga Raa 7 518 2S 24% 24% 

1% % Mltod Carp <3 *2 1% 1% 1% 

21% 10% Mltoub Bk 005 0+25 227 12 11% 12 

89% 57% Mobil Corp 320 5.1 183407 63% 62% 82% 

40% 21 Molecnler '424 318 21% 21% 21% +% 

14% 9% Monandi Ua 0J0 1.8 25 19 10% 10% 10% 

71% S3 Monsanto £34 4.1238388 55 84 54% +% 

12 % 9%. uani Edlao 0.28 Ll 7 10 n% 11% 12% +% 

38% 33% Uoaana Fa 10* &9 a 894 36 25% M +% 

20% iBMamgamSi 1.72 8010 72 20% 18% 19% -% 

. .. * +% 

+1 

-% 

-1 
♦% 
:S 


22% 18% Moore Corp 0.9* 4.8 22 371 19% 19% 19% 

70% 51% Morgan# x £18 40 94832 54% S3% 54% 

14% 11 Morganflran 097 9.0 24 10% d10% (0% 

74% 70% (fgaalPRi 500 6.9 U B 71% 72 

21% W% Morgan Kga 03* £0 4 90 n% fi% 11% 

11 7% Morgan Pr 39 34 V% 9 9 

67% 45% Morgan Sm 099 20 73099 49% 47% 

28% 10% MoRlaunK 060 41 161105 20% dior 
94% 81% Morton Ini 096 1017 568 52% 51 
83% 84% Motorola x 078 10 212428 75% 7+' 

2% 1% Mig & Raal 97 33 IV 1 

9% 9% Munkbul x 071 70 99 9% 9% 

16% 12% IkritaPkm;! 109 06 383 12% 12- 

38% 32% Murphy OH 1-20 30 21HBBQ 34%“ 33 . 

15% 14 Mutual Of 1.16 8.1 1 66 14% 14% 14% 

25% 15 Myers LE 0.18 I.DIO ID rr 17 17% 

43% 31% Mytan Labe 020 00 351191 37% 38% 37% +1% 


1 12% 12*2 
k- M% 34 


**2 


- N - 

30% 14% NOB Banco 004 4.4 7 15 10 18% p 

70 56% NGH Com 100 (013 33 84 63% 83% 

io9 Bg% Nvsie 80 am at run 101 % 101 % wa% +» 

60 46% Nacco Ind 004 1+20 408 49% (Wj 40% -8% 

40% 30% Nafco Cham 004 £4 1812*2 36 34 % 34% +% 

31% 23% Nnhoe Crp 072 20347 201 28% 24% 24% ri% 

29% 18V NLHWU0 028 1+172506 19% »% 19% +% 

49V 59% NarionsrSni 1.48 30 173710 46 44% 45 +% 

28% 24% N-wMeHIto £14 70 18 231 20% 28.28% +-% 

31 77% NO Aaba x 1.88 50 9 17 28% 28% 28% . 

45% 36% Nat Chy 108 42 121708 44% 43% 44% +% 

1% A Nal ConvSI 006504 0 488 fl % U 

»% 7% Nal 60ucn 30 (50 8% 8% 8% 

% 0.11 Nal Eraar 0 17 A A n 

28% 23% Nal Fuel 100 59 13 127 u25V 25% 23% 

1% A Nal H'taga 1 72 H % il 

18% 12% NOI Intarg 48 008 I3 «2% T3 

18% >2% Mat Med E 0*9 3.2 91072 14% 14% |4% 

83 81 Nat Presto 1.70 £8 12 209 82% 000 % 80% 
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The FT proposes to publish this survey on 

Uctober ll iwz. 

This survey will be seen by leading international businessmen in 160 countries worldwide, including Switzerland 
where it will be widely distributed. 

In Europe 92% of the professional investment community regularly read the FT. 

If you would like to promote your company's involvement in this region to tins important audience, please contact 

Nigel Bickncll or Simone Egli in Geneva 
on 731 16 04 Fax 731 94 81 
or Patricia Surridge in London 
on 07! S73 3426. 
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M3 data take Frankfurt off day’s high 


Dow stages mild rally 
on the back of Tokyo 


WaH Street 


AIDED BY a moderate recov¬ 
ery in Tokyo overnight, US 
prices managed a slight 
improvement yesterday follow¬ 
ing their recent weak perfor¬ 
mance, writes Patrick 
Raroersan in New York. 

At the close the Dow Jones 
Industrial Average was up 4U2 
at 3,285.62, while the more 
broadly based Standard & 
Poor’s 500 edged ahead 0.65 to 
404.05. The American SE com¬ 
posite gained 1J2 to 376.74 and 
the Nasdaq composite put on 
3.62 to 55345. 

Turnover on the New York 
SE amoouoted to 190m shares, 
with rises oatnumbering 
dftflliTMfi by 987 to 732. 

Two factors were behind a 
positive opening: the rebound 
in Japanese share prices which 
helped assuage fears of a sus¬ 
tained decline in worldwide 
equity- markets; and the resil¬ 
ience displayed by US stocks 
on Monday afternoon, when 
late buying cut the Dow's ini¬ 
tial loss of 30 points to just 
under five points by the dose. 

The underlying tone of the 
market, however, remained 
weak due to concern about 
how long it will take for corpo¬ 
rate earnings to show signs of 


significant improvement amid 
a worryingly slow economic 
recovery. 

Merck fell *1* to $49% in 
turnover of 2.1m shares on 
reports that some analysts 
believe the company could face 
problems in marketing its new 
prostate drag, which only 
received approval from the US 
Food and Drug Administration 
last Friday.' 

Goodyear advanced $2% to 
167 after shareholders of Good¬ 
year Canada voted against 
approving the merger of their 
company with a Goodyear sub¬ 
sidiary, GCI Amalgamation. 
The offer, worth C$48 a share, 
was withdrawn following the 
vote. 

Nacco Industries dropped 
$S% to $46% after the company 
warned that its net Income fear 
the second quarter would be 
“well below” the 53 cents a 
share earned at the same stage 
a year ago. 

Another company telling the 
market that its forthcoming 
quarterly earnings would be 
down sharply from last year’s 
levels was the cfl recycling and 
waste management group 
International Recovery, which 
plunged $6%, or 35 per cent, to 
$2 2% in the wake of the man¬ 
agement’s w ar nin g . 

Kelthley Instruments, traded 


Seoul’s revival hindered 
by economic problems 

John Burton reports on the ailing equity market 


T he South Korean gov¬ 
ernment’s efforts to 
revive the ailing Seoul 
stock market axe a study in 
frustration. The uutor has tum¬ 
bled by more than 40 per cent 
in the past three years and on 
Monday «mk to its lowest clos¬ 
ing level in almost five years. 
Since the beginning of the year 
it has declined by 8.6 per emit, 
ending yesterday at 559. 

Indeed, the recent plunge 
would have been even steeper 
if the government’s stock mar¬ 
ket stabilisation fund had not 
intervened. But the fond may 
prove leas effective in breaking 
future falls since its reserves 
have dwindled to less than 
Won300bn ($380m) out of its 
original Won5,000bn budget 
Some analysts are now fore¬ 
casting that the index will 
decline a further 10 per cent in 
coming weeks to around the 
500 marie. 

The chief economic adviser 
to President Boh The Woo is 
now recommending that the 
government abandons further 
efforts to boost the market, 
although the Ministry of 
Finance favours continued 
intervention. 

The issue is a sensitive one 
in an election year since the 
government worries about 
decreased support among mid¬ 
dle-class vote's if the market 
does not recover. 

The government had hoped 
that its $4.lbn rescue in late 
May of three troubled invest¬ 
ment trust companies used by 
lm small investors would 
encourage them to return to 
the market. Declining interest 
among individuals; who 
account for more than 50 per 
cent of share ownership, has 
caused trading volume to be 
halved in June. 

Moreover, foreign interest is 
on the wane. The opening of 
the market at the beginning of 
the year to direct foreign 



investment briefly led to an 
equity rally in January and 
February. After reaching a 
peak of 891 the index gradually 
receded and foreign buying 
now stands at only 30 per cent 
of the January level. 

One of the reasons has been 
the 10 per cent limit placed on 
foreign ownership of shares. 
The authorities have respon¬ 
ded by lifting the ceiling to 25 
per cent from next week. 

In a further attempt to 
attract more foreign money, 
the government has also 
announced that foreigners will 
be able to acquire an 8 per cent 
holding in either Pohang 
Iron & Steel or Korea Electric 
Power Corporation. Together 
the two companies account fin: 
almost 13 per cent of total mar¬ 
ket capitalisation. 

fitese actions, however, do 
not go to the heart of the prob¬ 
lems: a declining confidence in 
the economy and the uncertain 
political situation. 

Economic growth is slowing, 
causing a spate of bankrupt¬ 
cies, including 15 listed con¬ 
cerns so for this year. Corpo¬ 
rate earnings have fallen to a 
10-year , low, while inflation 
remains high. 

The political outlook is 
clouded with the possibility 


that as many as five candi¬ 
dates will stand in December’s 
presidential election. The front¬ 
runner, Mr Kim Young Sam of 
the rufing Democratic Liberal 
Party, could face an unco¬ 
operative parliament if he is 
elected, further weakening the 
government's ability to solve 
foe economic problems. 

With interest rates at 17 per 
. cent, domestic Investors prefer 
foe better yields offered by foe 
corporate bond market Liquid¬ 
ity has also been squeezed by 
foe fell in land, prices. 

Most analysts believe that 
the market will not stage a 
recovery for another three to 
six months. 


O 


ptunists argue, how¬ 
ever, that the general 
share index, which is 
weighted towards large capital¬ 
ised companies, does not tell 
the whole story of the market’s 
performance this year. Equity 
prices.for small and medium¬ 
sized companies have risen 
about 30 per cent, led by the 
foreigners' hunt for bargains. 
But there are signs that inter¬ 
est in these shares is also 
tapering off as their price/eam- 
ings ratios climb 

Mr Duke S hin, an analyst 
with Baring Securities, says: 
“The market could turn 
around with a perceived 
improvement in economic fun¬ 
damentals.” 

There are signs that this is 
happening, with foe likelihood 
that foe economic slowdown 
and a tight monetary policy 
will lead to reduced interest 
rates by the year-end. 

Analysts, however, still 
worry that a rally could be cut 
Short around the 800 level as 
institutional investors, includ¬ 
ing the stabilisation fund and 
foe investment trusts, unload 
extensive share portfolios in an 
attempt to improve their finan¬ 
cial position. 


on the American .Stock 
.Exchange, weakened $1% to 
$UVa following an announce¬ 
ment that ft will repent a Tom 
in the ffare d third quarter,.and 
that the company was “cau¬ 
tious” about the outlook for 
foe rest of the year. 

Pet Inc gained $% to $15% 
after broker Wertheim Schro¬ 
der put the stock on Its recom¬ 
mended list and advised that 
the specialist food and confec¬ 
tionery company could be an 
attractive takeover target - 
On the Nasdaq market. Ves¬ 
tal retreated $ 1 % to $ 11 % in 
busy trading after Liposome 
filed a lawsuit against Vestar 
alleging its Ambisome product 
violated a Liposome patent 
Liposome firmed $% to $8%. 

Canada 

TORONTO stocks drifted off 
from midday gains to end Oat 
after a dull session. Traders 
said there was little corporate 
news or economic data to sway 
foe market A heavy number of 
small capitalisation shares 
crowded the most active list 
The TSE 300 index closed 
just 2.4 better at 3,343.0, while 
riPflUwafi a small advan¬ 
tage over advances by 294 to 
276 after volume of 24.3m 
shares valued at C$234JinL 


GERMAN equities came off the 
day’s after disappointing 
money supply data for May, 
writes Our M arkets Staff. 

FRANKFURT gave up early 
gains to end unchanged; worse- 
than-expected M3 money sup¬ 
ply figures for May, showing 
an annualised increase of'9.0 
per cent cast a shadow over 
trade, but dealers said that 
foeirimpact was muted. - 

The DAX index ended just 
0.50 higher at 1,773.14 after a 
pre-bourse high of about 1,782, 
and the FAZ gained 0.75 to 
704.87- Turnover rose from 
DM4-4bn to DM4.7bn. 

There was some action in 
second-line stocks, where AJSG 
ended DM4.40 up at DM19L50 
after forecasting that 1992 sates 
will rise by more than 10 per 
cent and agreeing a white 
goods pact with Sweden's Elec¬ 
trolux. The fashion group 
Escada, under heavy pressure 
recently, recovered DM19.50 to 
DM292. 

In steels. Hoesch went ex 
dividend and fell a net DM5.50 
to DM277.50; Interest moved to 
Kldckner-Werke, - DM2.40 
higher at DM1Z1.50, and Thys- 
sen, DM3.20 better at DM239.20. 

PARIS was quietly firmer on 

ASIA PACIFIC 


FT-SB Eurotrack lOO - Jon 23 


Hourly ch on go o 

Open iek)M 11 m 12pm 1pm 2pm 3 pm close 
1149.50 1148.75 1148.99 1148.63 1148.78 1149.15 1148£B 1148.49 


Day's High 1150.62 


Day's Low 1148.16 


Jun 22 
1149.77 


Jun 19 
1154.68 


Jun 18 
1145.88* 


Jun 17 
1158.46 


Jun 16 
1165.38 


ami non eamnoj. 

the final day of the trading 
.account as the GAC 40 index 
'added 10.03 to 1,885.80 in turn¬ 
over of FFtiUbn. 

Among blue chips, Total 
slipped FFr3.90 to FFr232 .10 
wbdle Alacatel added FFr7 to 
FFr629 and Michelin put on 
FFr5.20 to FFr196.70. Lyon- 
naise-Dmnez, which denied a 
report that it was in talks with 
Fiat about foe possible pur¬ 
chase of Fiat's Cogefar 
Impresit construction subsid¬ 
iary, slipped FFr8 to FFr614. 

MILAN drifted as yet 
another fault in the screen- 
based trading system put it out 
of operation for the first 1 % 
hours of trading; ca us i n g some 
.confusion among dealers 
regarding opening prices. 

Continued upward pressure 
on interest rates and the waft 
for the new government to be 


announced also kept investors 
on foe sidelines. The Comit 
index fell L88 to 472.69 in turn¬ 
over estimated at L80bn after 
L72.7bn, 

Flat was about foe only big 
stock to attract interest but it 
felled to break above L5£00. 
The stock added L2S to L5.4S0. 

ZURICH was mostly flat but 
Sandoz, the pharmaceuticals, 
chemicals and niche nutrition 
stock, rose SFr80 to SFr2,950 as 
the SMI index gained a mere 
02 to 1E47.L 

On Monday. Sandoz’s argu¬ 
ments for its DHE-45 headache 
pain injection left Glaxo, with 
an expensive competing prod¬ 
uct at a new 1992 low in the 
London market. Mr Jonathan 
Spink of williams de Broe said 
that the Swiss company was 
still benefitttag from a meeting 
with UK fond managers and 


analysts earlier this month, at 
which it said ft would review 
fts accounting procedures and 
cut Its depreciation charges. 

OSLO finally broke a run of 
15 lower closes in a row, the 
all-share index rising 7.49, or 
jjj per cent to 41635. 

Shipping and industrial 
' stocks recorded the biggest 
gains. Norsk Hydro and Berge- 
sen A each ending NKrl.5 
higher, at NKrl60.5 and NKi95 
respectively. Oslo has been 
gloomy about weak corporate 
earnings, doubts about Nor¬ 
way’s future ties to the Euro¬ 
pean Community and high 
domestic interest rates. 

STOCKHOLM saw late buy¬ 
ing lift prices off midday lows, 
the Affarsvarlden general 
index rising L7 to 928.4 in turn¬ 
over of SKr436m after 
SKr836m. 

Astra A and B shares both 
dropped SKr7 to SKr536 and 
SKr516 respectively while foe 
banking and financial sector 
index surged 3.1 per cent Han- 
delsbanken Jumped SKx2 to 
SKr54 while SE Banken eased 
SKrO.5 to SKr33.0. 

COPENHAGEN featured Bal¬ 
tics, writes Hilary Barites, up 
DKrl5 to DKr473 on a forecast 


staff reduction of 10 per cent 
over the next two years. 

Danisco, which fell DKi25 on 
Tuesday, jumped DKr31 to 
DKr764 when it was announced 
that the group is negotiating to 
take over the sugar production 
facilities of Sweden’s Pro- 
cordia. The All Share Index 
closed 0-34 down at 31&58. 

HE LSINKI bounced off Mon¬ 
day’s low for the year, helped 
by gains in Repola which 
reported better-than-expectoL 
results for the first fouiF 
months of 1392. The Hex index 
closed 10.3, or 1.4 per cent 
higher at 7683. 

Repola’s restricted shares 
rose FM2 to FM42 after a 
return to profit, and the hank 
and finance house index; 
which fell sharply last week, 
rose by 3.4 per cent 

BRUSSELS gained slightly 
on the first day of the new 
account. The Bel-20 index 
edged up 1-03 to 1,173.48 in 
turnover of BFr€26m. 

Delhaize rose BFrSO to 
BFrl.680 with 43,600 shares 
traded. VIENNA’S ATX Index 
fell 236 to 956.63 with Vienna 
Airport shares gaming Schl3 
to Sch399. MADRID’S general 
index lost 2.71 to 243.70. 


Nikkei rebounds by 1.2 per ceiit in thin trade 


Tokyo 


SHORT-COVERING of posi¬ 
tions and small-lot bargain 
hunting took the Nikkei aver¬ 
age back above the 16,000 level 
yesterday, writes Emiko Tern- 
zono in Tokyo. 

The Nikkei gained 185.77, or 
13 per cent, to 1640639 in a 
thin market after a day's low 
of 15,860.90 and high of 
1631538, share prices fluctuat¬ 
ing on movements In the 
futures markets. 

Volume declined from 244m 
shares to 220m. In spite of foe 
rise in foe Nikkei, falls fed 
advances by 469 to. 448, with 
177 issues unchanged. The 
Toplx index of all first section 
stocks picked up 7.08 to 
1,247.21, and in London foe 
ISEfNikkei 50 index edged 
ahead 039 to 976.18. 

Reports that the government. 
was considering the allocation 
of Y5,000bn to a supplementary 
budget prompted dealers to 
cover short positions in the 
futures market 

The government Is expected 
to announce a fiscal or mone¬ 
tary stimulus to support the 
sluggish economy ahead of foe 
G7 summit meeting next 
month. However/ market par¬ 
ticipants also seem to he wor¬ 
ried that politicians might be 
paying lip service to the idea, 
or that the figures involved 
could be speculative. 

Daiwa Securities said that as 
long as domestic institutions 
did not come back into the 
market, a rise in share prices 
would be unlikely.-"The prob¬ 
lem is that nobody feels the 
urgency to buy now,” added a 
Daiwa analyst 

High-technology blue chips, 
however, were sought by trust 
banks and foreign investors. 
NEC put on Y6 to Y 82 Q and 
Matsushita Electric Industrial 
YtO to 71,290, although Tosh¬ 
iba shed Y6 to Y592 as some 


SOUTH AFRICA 

JOHANNESBURG stabilised 
following Monday’s steep fells. 
The industrial index closed 7 
down at 4,463 and the gold 
index was also off 7 at 1,136. 
The overall index shed 3 to 
3334. Charter led gains In the 
mining sector, up Rl to R3A. 
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Institutional investors liqui¬ 
dated holdings. 

Real estate Issues rebounded, 
some in vestors believing that 
the sector was oversold. 
Daikyo gained Y5 to Y675, ris¬ 
ing for the first time in eight 
trading days, and Mitsubishi 
Estate finned Y4 to Y745. 

Steels, previously sold on 
earnings worries, gained 
ground. Nippon Steel rallied Y6 
to Y269 and NEK Y8 to Y249. 

. Shortterm'trading moved up 
some speculative theme stocks. 
Meijl Milk, the most active 
Issue of foe day, advanced TIB 
to YX010 and Snow Brand Milk 
Y15 to Y806. 

In Osaka, the OSE average 
improved 4539 to 19,045.91 in 
volume of 12.4m shares. 

Roundup _ 

THE BOUNCE in Tokyo felled 
to have much effect on other 
markets in the Pacific Baszn. 


HONG KONG moved forward 
for a second consecutive day, 
as a wave of afternoon buying 
burled earlier losses. The Hang 
Seng index shot up 77.92, the 
biggest gain in more than 
three weeks, to 5J597.86 as turn¬ 
over grew to HK$2£9bn from 
H K$2.73 hn. 

NEW ZEALAND finished 
broadly lower as the recent jit¬ 
ters on the Tokyo stock market 
again kept buyers on the side¬ 
lines. The approaching July 2 
announcement of foe govern¬ 
ment's annual budget is also 
having its' traditional dampen-, 
ing effect on the market The 
NZSE-40 index closed 14.17 
down at 1,51636 and turnover 
eased to NZ$213m (NZ$233m). 

Brieriey Investments lost 3 
cents to 96 cents in volume of 
4j2m, the most active Issue in 
the market. There have been 
rumours that it is planning to 
sell some or all of its 16 per 
cent stake in Carter Holt Har¬ 


vey to International Paper, of 
the US, which alread y owns an 
equal stake in CHH. 

TAIWAN declined in active 
trading as strong early gains 
were eroded by steady selling 
pressure. The weighted index 
dipped 718 to 4^00.48 in turn¬ 
over of TS61-5bn (T$49.2bn). 

AUSTRALIA'S All Ordinaries 
index added 7JB at 1,643.9 in 
turnover of A$266m, after 
A$175m, as some large lines of 
shares were dealt on foe mar¬ 
ket Gold mining issues rose in 
line with an increase in the 
bullion price. 

MAluLA tumbled on profit- 
taking after news that the Phil¬ 
ippine Congress late on Mon¬ 
day had proclaimed Mr Fidel 
Ramos, the former defence sec¬ 
retary, as the next president 
The composite index dropped 
65.68 to 1,453.86 in turnover of 
190m pesos, after 245m. 

The $2% fall to $35% in 
PLDT in overnight US trading 


caused other commercial and 
industrial issues to decline. 

KUALA LUMPUR ended 
mixed after light trading. The 
composite index was off 0.53 at 
593.52. In SINGAPORE, shares 
closed little changed as cau¬ 
tious sentiment kept. most . 
investors away. The Straits 
Times Industrial index finned 
L86 to 1,490.64. Turnover rose 
to S$144L6m from S$78.6m. 

Activity centred on the re¬ 
listed Goldtron, formerly Gold 
Coin, which was taken over by 
Acma Holdings. Some 98.2m. 
shares were traded, the major¬ 
ity of which were said to bed! 
placed by Acma. Blocks were 
traded at between 59.4 and 68 
cents a share. 

DHAKA extended its upward 
trend in heavy trading, encour¬ 
aged by the Bangladesh gov¬ 
ernment’s decision to waive 
gains tax on shares and securi¬ 
ties from July L The all-share 
index climbed 5.2 to 347.7. 
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The Rio Earth Summit has put the global environment at 
the top of the agenda. But what is the role of business in 

cleaning up the planet? 

Financial Times Business Weekly reports from Japan, 
Europe and The Americas on the vital link between 
technology and a cleaner world. Can industry create the 
machines, the materials and the working methods that 
can avert environmental disaster? Six Special Reports on 
"Technology and the Environment" from Financial 

Times Television. 

Watch FINANCIAL TIMES BUSINESS WEEKLY 
Wednesdays 21.30 (CET) and Sunday 18.00 (CET) 

on Super Channel and on Sky News 

on Thursday 20.30 (BST), Sunday 12.30 (BST) 

19.30 (BST) and Monday 00.30 (BST). 
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FTTV. Number One Southwark Bridge, London SEl 9HL England. Telephone: <44-71-)873 3541 
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Wii^dQresta^ progress towards 
prosperity cpntinue unabated? Will 
a'pQtfiibal vacuum emerge after 
Suharto goes? The giant of 
south-past Asia faces a test both of 
: its nationhood and its economic 
resilience. William Keeling reports 

Mixed signs 
for future 


PRESIDENT Suharto of 
Indonesia, in power since 1965 
and one of the world’s longest- 
serving leaders, must decide 
whether to stand for a sixth 
term oif office in elections next 
March. His achievements in 
bringing yiwrwi stability 
economic growth have been 
immense. 

Whether or not be decides to 
carry on, be will be aware that 
the country's next great chal¬ 
lenge will be the transition 
from his rote. 

Doubts are emerging about 
* whether progress towards pros¬ 
perity can continue unabated 
and whether a political vac¬ 
uum will emerge when Mr 
Suharto goes. 

There, are fears that Mr 
Suharto's - departure will 
remove the lid on simmering 
ethnic and religious tensions. 
Indonesia has about 300 ethnic 
groups and, though 90 per cent 
of the population is Moslem, 
there are .significant Christian, 
Buddhist and Hindu minori¬ 
ties. 

The time of reckoning is 
. likely to be delayed for a fur¬ 
ther five years if, as expected, 
Mr Suharto stands for re-elec¬ 
tion. When it does come, much 
will depend on the groundwork 
being laid by the president 
Indonesia’s size, as an archi¬ 
pelago of more than 13.000 
islands stretching 3,200 miles 
east to'west, makes it the giant 
of south-east Asia. The econ¬ 
omy -has grown rapidly. 


attracting considerable foreign 
investment in manufacturing 

industry. 

A steady programme of dere¬ 
gulation has brought the econ¬ 
omy to a watershed: a World 
Bank report published last 
month, described Indonesia as 
ready “to become a solid mid¬ 
dle-income country... by the 
end of the decade 

When Mr Suharto came to 
power following a foiled com¬ 
munist coup, more-than 70 per 
cent of the population lived in 
absolute poverty and the econ¬ 
omy was hamstrung by 600 per 
cent fn nation. Bom in central 
Java in 1921, he began his 
career as a police officer before 
rising through the army to the 
rank of general. 

His critics say he has run an 
authoritarian government, is 
unreceptlve to criticism and 
ruthless to those he considers 
endanger national unity. 

They argue that the parlia¬ 
mentary elections, held on 
June 9, were simply the affir¬ 
mation of a de facto one-party 
state. The ruling Golkar party 
retained control with an esti¬ 
mated 67.5 per cent of the vote. 

However, when questioned 
on Mr Suharto's economic leg¬ 
acy, even some ardent critics 
acknowledge the scale of his 
achievement 

His deft political skill was 
exemplified by his handling of 
the aftermath of last Novem¬ 
ber's wiling of at least 50 civil¬ 
ians in East Timor, the former 



Jakarta: Donors are expected to pledge more tiuui $4bn In aid. But they will want to oeruUnlM the current state of the economy 


Portuguese territory forcibly 
annexed by Indonesia in 1976. 

He appeased the interna: 
tional community by critici¬ 
sing the army for its part in 
the atrocity. Then, in March, 
he pacified his domestic con¬ 
stituency by rejecting all aid 
from the Netherlands, the for¬ 
mer colonial power which had 
been most outspoken over the 
East Timor incident and which 
chaired the long-standing 
donor forum. 

Mr Suharto, asserting that 
Indonesia would not accept the 
linkage of aid to human rights, 
asked the World Bank to create 
a new donor consultative 
group without the Dutch. 
Donors meet In Paris next 
month and are expected to 
pledge more than $4bn in aid 
for the year ahead. 

With up to $85bn of infra¬ 
structural development 


planned before the turn of the 
century - overstretched elec¬ 
tric power and telephone net¬ 
works are probably the great¬ 
est limitation to further 
economic expansion - Indon¬ 
esia will require foreign aid 
flows for many years to come. 

Before reaching into their 
wallets, however, donum win 
look closely at the economy. 
Indonesia has moved a long 
way from the centrally con¬ 
trolled model of former Presi¬ 
dent Sukarno but old economic 
distortions remain and some 
new ones have appeared. 

Rules on foreign investment 
have been relaxed and export- 
oriented Industries have multi¬ 
plied. Indonesia has benefited 
from Investment from the 
group of more industrialised 
countries which it endeavours 
to join: Japan, Taiwan, South 
Korea and Singapore. 


But some sectors of the 
domestic economy, particularly 
agriculture, remain, highly reg¬ 
ulated. Appeals for the govern¬ 
ment to ease controls have 
largely fallen on deaf ears. 
Political barriers to change 
appear to have blocked the 
gifted western-educated tech¬ 
nocrats within the g ov er n m ent 
who champion reform. Since 
the beginning of 1991 the situa¬ 
tion has worsened with trade 
monopolies in cloves and 
oranges granted to two private 
companies led by sons of Mr 
Suharto. 

The monopolies have high, 
lighted tiie business interests 
of Mr Suharto’s six children 
and have provided ftel to oppo¬ 
nents who accuse the govern¬ 
ment of nepotism. 

“The president and his wife 
are proud of their children's 
contribution to the economy,'' 


says one western ambassador, 
who notes that the president's 
children have helped to break 
the hold on the economy of the 
ethnic Chinese community, 
which numbers about 4m out 
of a total population of 163m. 

Critics say Mr Suharto 
should restrain his children's 
commercial ambitions and 
withdraw the trade monopolies 
they enjoy. This has been 
accompanied by calls for 
greater government transpar¬ 
ency and concern among econ¬ 
omists that contracts for large 
public sector-related projects 
have sometimes gone to the 
highest bidder. 

However, the record shows 
20 consecutive years of eco¬ 
nomic growth of more than 6 
per cent 

Exports excluding oil and 
gas have increased 171 per emit 
in the last five years to S17.6bn 


in 1991. Foreign investment 
approvals of g&2bn in 1988-91 
were twice the sum approved 
in the period 1969-87. 

Even though there has been 
a concomitant rise in external 
debt and a worsening current 
account deficit forecast at 
H8bn this year, the economic 
gates have been impressive. 

A surge in the Jakarta stock 
market following the election 
indicated that foreign investors 
find Indonesia increasingly 
attractive. 

The lack of government 
accountability, however, can¬ 
not' be so easily discounted. In 
the longer term it acts to 
heighten the political risk and 
raises the question of what 
dangers may await Indonesia 
in the post-Suharto era. 

The signs for the future are 
mixed. Mr Suharto is slowly 
relinquishing some control - a 
1966 decree granting him effec¬ 
tive absolute power is to be 
revoked at his instiga¬ 
tion - and parliament, which 
has neither initiated, nor 
blocked, a single piece erf legis¬ 
lation under his rule, is beam¬ 
ing more critical of govern¬ 
ment 

Most important some senior 
officers of the armed forces say 
they accept that greater wealth 
and better education are irre¬ 
sistible forces for political 
change. When Mr Suharto 
goes, a unified and flexible mil¬ 
itary will be essential to a 
smooth transfer of power. 

There is no guarantee, how¬ 
ever, that those business peo¬ 
ple currently benefiting from 
the regime, and who would 
have most to lose after Suharto 
leaves office, will be so far¬ 
sighted. Some have queried the 
right of the ruling Golkar party 
to question their business 
affairs. For them the prospect 
of political reform, bringing 
with it greater public scrutiny, 
must seem an anathema. 

The government has a team 
of technocrats with a proven 
ability to manage the economy 
through times of boom and 
bust. Their success, however, 
has been grounded in the polit¬ 
ical stability which Mr Suharto 
has brought to bear on the 
country. 

Indonesia's test of nation¬ 
hood and economic resilience 
still lies ahead. 
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EVEN BEFORE I CALLED 
THEY’D SPENT 130 YEARS DEVELOPING 



MY BUSINESS IN GREATER ASIA. 


It was just the reassurance L needed. 
Standard Chartered Editors strong foothold in 
Greater Asia convinced me the ground was firm. 

After all, they have been therefor more than 1 30 
years and have played an integral role in opening up 
the custodial market for foreign investors. 

Naturally their mind is sharply focused on 


what works best for me. 

And because they give me the personal service of 
a custodial expert, I'm kept welt aware of all 
developments. 

Whats more, because of their Greater Asian 
network, Ecjuitor puts me exactly where I want to he. 
Right at the heart of all the opportunities in Asia. 


Ecjuitor is the financial services division of the 
Standard Chartered Bank Group, delivering Greater 
Asian Custodial Services. 
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□ POLITICS 




Parliament flexes its muscles 




AFTER a month of 
camp ai g nin g , more , than 100m 
voters tamed out on June 9 to 
elect a new parliament In what 
was officially termed “a feast 
of democracy". Provisional 
results give the ruling Golkar 
party 67.5 per cent of the vote 
- down from 73 per cent in 
1987 - with the two opposition 
parties splitting the remainder. 

In 1987, the Indonesian Dem¬ 
ocratic Party (PDI)> with its 
roots In the nationalist move¬ 
ment of former President 
Sukarno, took U per cent of 
the national vote, while the 
United Development Party 
(PPP), a loose coalition of Mos¬ 
lem groups, won 16 per cent. 

With little chance of assum¬ 
ing power, opposition leaders 
have taken to criticising Indon¬ 
esia's style of democracy. 

Golkar is backed by the civil 
service and has a distinct 
advantage over its two oppo¬ 
nents in terms of funding 
organisation. At the last elec¬ 
tion it took 299 of the 400 seats 
on offer. The opposition parties 
also find themselves outnum¬ 
bered by a further 100 mem¬ 
bers nominated by the armed 
forces (Abri). 

parliament has proved to be 


INDONESIA’S decision In 
March to reject aid from the 
Netherlands startled foreign 
donors not merely by its sud¬ 
denness but also because of 
the uncharacteristically vitri¬ 
olic language in which it was 
couched. 

Responding to Dutch criti¬ 
cism of the killing of at least 
60 protestors by soldiers in 
Indonesian-annexed East 
Timor in November, flu Jak¬ 
arta government spurned all 
Dutch assistance and Issued a 
statement mniinmning “centu¬ 
ries of inhnman colonial sub¬ 
jugation" and the “barbarous 
atrocities carried out by the 
colonial forces during the war 
of independence" in the 1940s. 

The government also dis¬ 
solved the Inter-Governmental 
Group on Indonesia (1GGT), 
through which aid was 
pledged, because it had been 
chaired by the Netherlands, 
the former colonial power, 
since 1968. 

Coming from a country 
which received H.75bn in 
pledges though the IGGI in 


an Ineffective counterbalance 
to executive power. Since Pres¬ 
ident Suharto took the helm of 
state in 1965, parliament has 
neither blocked, nor initiated, 
a single piece of legislation. 

But there are signs that the 
parliament is beginning to flex 
its muscles. Members have 
openly criticised the trade 
monopolies granted to compa¬ 
nies ted by Mr Suharto’s chil-' 
dren. A X965 decree granting 
the president absolute powers 
is soon to be revoked. 

Nevertheless, the real bal¬ 
ance of power lies outside the 
political parties and the elected 
parliament. 

Indonesia's political system 
is rooted in a national philoso¬ 
phy entitled entitled Pancasila. 

It consists of five principles: 

• Belief in one God - this 
safeguards Indonesia from 
becoming an Islamic state as it 
provides an umbrella for other . 
religions; - 

'• Justice and civility among - 
peoples - government officials 
hi g hli g ht this principle as an 
enshrinement of respect for 
human rights; 

• The unity of Indones¬ 
ia - political parties, and indi¬ 
viduals, are not allowed to 


President Suharto and his wffs Tien cast their votes fn Jakarta 


raise issues which might 
threaten disunity; 

• Democracy through deliber¬ 
ation and consensus among 
representatives,' and . 

• Social justice for alL 

. The throe main interacting 
and. competing forces In Indo¬ 
nesian politics are: Mr Suharto 
and those who enjoy his 
patronage; the armed forces;, 
whose dun fungsi [dual mili¬ 
tary and political] role is 


enshrined in law; Islam, 
the popular leaders of which 
are becoming increasingly 
politicised and vociferous in 
their demands for democratic 
reform. 

Senior Abri officers say pri¬ 
vately that increased national 
wealth and better education 
are Irresistible forces pushing 

politi c ? fhang w 

They also insist that the dual 
role of the armed forces is 


essential to Indonesia's future. 

Diplomats believe some offi¬ 
cers, including General Benny 
Muxdarn, minister of defence, 
are concerned that Mr Suharto 
is not keeping a tight enough 
rein on his children's business 
interests: 

This has led some Abri offi¬ 
cers, diplomats say, to cajole 
the PDI party into nominating 
a candidate to oppose Mr 
Suharto when, as is widely 
expected, he runs for a sixth 
term of office next March. This 
would be a significant embar¬ 
rassment for Mr Suharto who 
has always attracted all-patty 
support for his election. 

Names of alternative candi¬ 
dates include Mr Rudud, minis¬ 
ter of hnrnq affair s, alth oug h 
his nomination by PDI would 
almost certainly be without his 


The process by which the 
president Is elected, however, 
weighs heavily in Mr Suharto’s 
favour if and. when he should 
decide to stand. The 1,000-mem¬ 
ber electoral college is made up 
of all the MPs plus another 500 
members approved by Mr 
Suharto. 

The focus of attention is 
more likely to be on who 


□ FOREIGN AID 


Human rights still an issue 


1991 alone, and which depends 
heavily on foreign aid for the 
development of its infrastruc¬ 
ture as the economy expands, 
the decision could have been 
seen as remarkably rash. 

In feet, as President Suharto 
had presumably predicted, 
very little has changed and 
very little damage has been 
done, except to some of the 175 
projects financed by the Dutch 
and to those Indonesian non¬ 
governmental organisations 
which relied on Dutch support. 

The World Rank will hence¬ 
forth chair tiie donors’ forum, 
which Is due to meet In Paris 
In July, while both the Dutch 
and the Indonesian govern¬ 
ments have taken pains to 
announce that they plan to 
continue and even strengthen 
their normal commercial rela¬ 


tions. Everyone else has kept 

rather quiet 

Most aid workers and diplo¬ 
mats believe that Indonesia’s 
outburst was a calculated 
effort to boost the govern¬ 
ment's electoral appeal and 
appease. the armed forces 
- which had been criticised in 
an official inquiry for their 
rale In the East Timor shoot¬ 
ings - without seriously 
endangering the flow at aid. 

"President Suharto had to 
show the military that he was 
rapping their knuckles not 
because of external pressure 
alone,” said Mr Jusuf Wanandi 
of the Centre for Strategic and 
International Studies tn Jak¬ 
arta. 

The Dutch were the perfect 
target; as the ex-colonial 
power they are the traditional 


scapegoats for the country’s 
Ills; their aid pledged for the 
1991-92 financial year 
amounted to only 891m; well 
behind the World Bank, Japan 
and the Asian Development 
Bank (ADB) -all of which 
promised more than 31 bn. 

And Mr Jan Prank, the 
Dutch development aid minis¬ 
ter, was highly unpopular 

amnmg Inrirrmwriap nfHriah for 

his abrasive, emotional style 
of doing business both in the 
1990s and in a previous tour of 
duty in the same job in the 
1970s. 

“Indonesia needs aid but in 
terms of major investment; in 
terms of agriculture, this 
conies from the World Bank 
and the ADB,” said me senior 
western diplomat "The rest, 
VA say, Is very marginal.” 


Significantly, countries such 
as fiawada, which had been as 
outspoken as the Netherlands 
in their treatment of the East 
Timor incident, were ignored 
by Indonesia. 

Although some Indonesian 
ministers were unhappy with 
the ferocity of the Indonesian 
gesture and western govern¬ 
ments were offended by the 
undiplomatic language of the 
statements about the Dutch, 
the decision struck a sympa¬ 
thetic chord with Indonesians. 
- - Mx Wanandi- said it was 
unacceptable for the Dutch to 
continue ordering the Indones¬ 
ians about after 300 years or 
for the west to take the high 
moral ground. 

“Look at Los Angeles, [where, 
several people were kilted in 
recent riots]. For than to be 




; 


A special military force, armed with automatic weapons, was 





raised to keep order during the poH 


stands for the post of vice-pres¬ 
ident to replace Mr Sudhar- 
mono, who is not expected to 
seek a second term. The win¬ 
ner would be In a strong posi¬ 
tion to succeed 71-year-old Mr 
Suharto should he decide to 
call his sixth term the last 

Likely candidates for the 
post are General Try JSutrfsno, 
commander in chief of the 
armed forces, and Mr B. J. 
Habibie, the charismatic minis¬ 
ter of research and technology, 
and a close associate of Mr 
Suharto. 

In the past, however, poten¬ 
tial successors have fallen like 
autumn leaves and Mr Suharto 
may wish to groom someone to 


reflect the aspirations of a 
younger generation of Indones¬ 
ians. 

One potential candidate is 
Lt-Col Prabowo Subianto, a 
divisional commander in the 
strategic reserve corps and 
married to Mrs Siti BedJanti 
Herijadl Mr Suharto's second 
daughter.. 

Moslem leaders such as Mr 
Abdurrahman Wahid, leader of 
Nahdhat ul Ulama (NU) with an 
estimated 35m members, are 
likely to be thorns In the sides 
of both Mr Suharto and Abri. 

Mr Wahid says the govern¬ 
ment is afraid of democracy 
and he believes that Islamic 
organisations, such as NU, 
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condescending or coercive is ons 24 years and predicted 
not acceptable.” that overall development 

The sentiment was echoed would not be seriously 
by Mr Radius Prawiro, the affected, since donor countries 
senior minis ter supervising were free to ftmd whichever 
the economy. Industry and projects they regarded as suit- 
development. “What we do not able from Indonesia’s "bine 
like is when development book” of development plans, 
assistance has been used to often in a field which allowed 
intimidate us,” he said in an them to support their own 
I n terview . industries. 

He thanked the Dutch tor The larger issue of linkage 
their support over the preri- between aid and human righto. 


should “liberate the population 
from poverty through demo¬ 
cratic means”. 

Mr Wahid, widely regarded 
as a moderating force in feta 
says he will accept Mr Suharto 
as president for a sixth term, 
but his argument for not set¬ 
ting a timetable for democratic 
reform carries with it an 
implicit demand for change. 

“Vaclav Havel did not have a 
timetable,” be explains- ‘The 
people in Tiananmen Square 
did not have a timetable, Aung 
San Suu Kyi (the Burmese 
opposition leader) does not 
have a timetable”. 

William Keeling 


however, Is unlikely to go 
away. 

The European Community 
h«w piadA it clear In discus¬ 
sions with the Association of 
South East Asian Nations 
(Asean, the six-country group 
of which Indonesia is a mem¬ 
ber) that it would like to see 
progress on human rights and 
on the environment 

Mr Prawiro did not sound 
too concerned. Overseas aid 
would account for 41.9 per 
cent of development funding 
in the projected 1992-93 bud¬ 
get be said, compared with 52 
per cent in 1991-92 and nearly 
70 per cent two years ago. 

“We actually have a nega¬ 
tive outflow of capital with 
regard to borrowing from the 
so-called donor countries,” he 
said, noting that aid . included 
loans as well as grants and 
that Indonesia was repaying 
87 hn a year. “If we can't bor¬ 
row from outside, It will be 
very difficult for ns to repay 
the debts ” 


Victor Mallet 
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When You Look 
at a Tt'ee 

What 

Do You See? 


Its hardly surprising that 
powerful people all over Indonesia 
reach for the Jakarta Post to start 
their day. 

As the country’s premier 
English language daily newspaper, 
the Post offers comprehensive 
news and analysis : from around 
the country and around the world 

Plus, of course, in-depth 
financial and sporting news. 


No other English language 
dally reaches such a prime 
market of dedston makers and 
high-flyers 

. For a readership profile, fex 
us today on (6221) 6390112 or. 
5492685. 

.Well give you the whole 
story on what Indonesia's 
internattonally-^nmded people get 
up to. 


The Jakarta Post 


The Iwre il of 


today 
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INDONESIAhas moved'from a. 
centrally-con trolled, * bankrupt 
economy jiLtfro mid-1960s to a 
nation with a 20-year record of 
annual 1 economic growth aver- 

.aging mqre-than 6 .-per cent. 
Attracted by3E . jprdgramme of 
ecorwmic^ dwegulatton, twice 
as much foreign investment 
has be e n r i qipir6ved:tn the past 
five yean --more than $26bn 
'-than-the;,preceding two 
decaates.- : '. 

The country has.benefited 
from Japan, Taiwan. South 
-jtore* and Singapore which 
have-perceived Indonesia, with 
.its l£3ni : population, as ah 
Investment opportunity. The 
political stability of the "New 
Order 1 *; regime and the pres¬ 
ence of western-trained govern¬ 
ment technocrats with at least 
one hand oh the economic 
tiller, have engendered inves¬ 
tor confidence.. 

Despite these achievements, 
the jury is .still out on the' 
long-term success of the econ-. 
omy. Certain monuments to 
central control persist, such as 
the highly regulated sugar sec¬ 
tor, and deregulation has some¬ 
times meant little more than 
the transfer of a public monop¬ 
oly to a private, politically-con¬ 
nected company. 

Serious infrastructural bot¬ 
tlenecks, such as a shortage of 
power and a grossly inade¬ 
quate telephone system, 
threaten to restrict future 
growth. Bankers estimate 
$85bn of infrastructural invest¬ 
ment is required by the turn of 
the century, but sources of 
finance remain uncertain. 

While Indonesia's great 
attraction is cheap labour 
- 2m people enter the employ¬ 
ment market each year and 
annual per capita income is 
low at about $600 - there is a 
danger .the . country will 
become the mere repository of 
labour-intensive indus tries dis¬ 
carded by the newly-industria¬ 
lised countries of the region. 

Of the 1992 budget of 
Ep56,100bn 59 per cent goes to 
routine expenditure, such as 
civil service salaries and debt 
servicing, and 41 per cent to 
development expenditure 
which Includes infrastructure, 
education and health services. 
International donors, such as 
the World Bank, the Asian 
Development Bank and west¬ 
ern countries, arg expected to 
provide Rp9,100bh toward this 
year’s development budget 
Budgeted oil and gas revenue 
assumes.a price'of $17 pa bar¬ 
rel and is forecast at 
Rpl3,900bn, down 7 per cent on 
199L The overall budget, how¬ 
ever, is 11 per cent higher than 
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□ THE ECONOMY 


A particularly delicate phase 


Non-oil and gas trade. 
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last year and the extra revenue 
is to come from a 36 per cent 
increase in income tax reve¬ 
nue, and a 34 per cent rise in 
value-added tax receipts. 

Indonesia now has a more 
diverse economy than ever 
before. The role of oil and gas 
has fallen steeply in the past 10 
years from 80 per cent to 39 per 
emit of export proceeds. 

The contribution of manufac¬ 
turing was 14.9 per cent of GDP 
in 1990: Agriculture contrib¬ 
uted. 19;5 per cent. However, 
the world Bank estimates that 
manufacturing will soon over¬ 
take agriculture and by the 
year 2000 should contribute 
22.8 per cent of GDP compared 
to m per cent lor agriculture. 

Important export-oriented 
manufacturing industries 
. include shoes, textiles and gar¬ 
ments. The government's 
Investment Co-ordinating 
Board has approved more than 
175 applications to build shoe 
factories with a total capacity 
of 600 m shoes a year. Textile 
export earnings, have risen 
from $806m in 1986 to $3.6bn 
last year. 

The country's non-oil and 
gas export drive has brought 
impressive results, with 
exports increasing from $6^bn 
in 1986 to $17.56bn last year 
(itself an 18 per cent increase 
over 1990). 

The depth of Indonesia's 
agricultural and mining sector 
remains an important source of 
economic strength, despite 
generally low international 
commodity prices. In world 
rankings, Indonesia is in the 
top three producers of rubber, 
palm ail and coffee. It is among 
the world’s largest exporters of 
shrimps and-prawns. 

Exports of forest products 
totalled $3.35bn in 1990 and 
Indonesia is file world’s lead- 


in world rankings, Indonesia is In the top threo producers of rubber, palm oil and coflee 


mg producer of plywood. It is 
also an important producer of 
copper, nickel, tin and coaL 

But dreams of an economic 
“take-ofr, the point where 
economists imagine growth 
becomes self-sustainable, 
received a knock last year 
when the government stepped 
in to cool an overheated econ¬ 
omy. Money supply was tight¬ 
ened in February and ceilings 
on foreign borrowings were 
announced in October, as well 
as the postponement of up to 
$79bn worth of large-scale pro¬ 
jects. 

The move was prompted by 
concern at Indonesia's public 
and private international debt, 
$50bn and $25bn respectively, 
which has grown 44 per cent in 
the past three years. 

A debt-service ratio of 31 per 
cent of export earnings - 24 
per cent public and 7 per cent 
private - has led to a deterior¬ 
ating current account deficit 


Oil and gas exports 

As a peresmage of toied exports - •: 
80% 



. '.1980 81 ..82. *» .84 8$ .88,87 90. \9t 

SouwEOS-gmbBur and Bar* fcxJonatf» : . . 


The latter stood at $4.4Sbn last 
year but government minis¬ 
ters concede, would have hit 
$8bn without immediate inter¬ 
vention. 

Donors are concerned at the 
level of debt and say that man¬ 
ufactured exports will need to 
rise 20 per cent a year tor the 


next four years if the debt-ser¬ 
vice ratio is to be significantly 
reduced. They say that last 
year’s government interven¬ 
tion to cool the economy 
should have come sooner. 

Bankers say the Interna¬ 
tional Monetary Fund warned 
in early 1990 that, due to an 


explosion in bank credit, the 
economy was overheating. 

When the brakes were 
applied fully last September, a 
fantastic array of large projects 
had been lined up for govern¬ 
ment approval. These included 
16 oil refining proposals worth 
more than $21 ^bn and tabled 
for construction before 19%. 
The situation was an ugly 
reminder of the mid-1970s 
when debts built up by Fertam- 
ina, the state oil and gas com¬ 
pany, threatened to scupper 
the economy. 

What appeared a firm gov¬ 
ernment commitment to 
restrict borrowing has since 
been watered down with sev¬ 
eral postponed projects likely 
to go ahead, including the $2bn 
Exor-l refinery and the $L5bn 
Cilacap olefin plant. Others 
may proceed under foreign 
ownership, such as the $L6bn 
Chandra Asri olefin plant and 
the $lbn Exor-3 refinery. 


Curbs on foreign borrowing 


LAST October, the government announced 
ceilings on new foreign borrowing for the 
next four years. A total of S5.6hn is per¬ 
mitted this year, divided between the cen¬ 
tral bank ($500m), state banks ($lbn), 
state enterprises ($lbn), private banks 
($500m) and private enterprises ($2.6bn). 

The ceiling Is to be gradually raised to 
$6.5bn by 1995, the increase being split 
between state enterprises and private 
companies. 

Since the announcement was made, pri¬ 
vate hanks have handed in details of off¬ 
shore borrowing to the central bank and 
waited for farther news. 

Donor officials say Bank Indonesia has 
collated the figures and defined a mecha¬ 
nism by which banks will receiveindivid¬ 
ual limits. 

There is considerable doubt, however, 


whether this mechanism will ever be 
implemented. Not only is it open to abuse, 
with preferred banks receiving more gen¬ 
erous limits, it is also tantamount to a 
foreign exchange control and the antithe¬ 
sis of Indonesia’s liberal exchange regime. 

In a recent report, the Asian Develop¬ 
ment Bank said: “Foreign investor confi¬ 
dence baa been eroded somewhat by the 
uncertainties caused by the dramatic pol¬ 
icy measures”. . 

-The report described the -ceilings as 
"only a target (hot a quota) for the private 
sector” bat warned that "until the econ¬ 
omy recovers, restoration of that confi¬ 
dence cannot be expected”. 

The ceilings have since been watered 
down by a decree in April allowing 100 
per cent foreign ownership of new compa¬ 
nies. Previously, foreigners were only 


allowed fall ownership of companies 
Inside bonded zones such as Batam 

Island. 

The new decree applies to investments 
with a paid-up capital of more than $50m 
in the heavily populated provinces of Java 
and Sumatra. Projects with lesser capital 
must be situated in the more remote prov¬ 
inces to qualify. 

The government has said that ceilings 
on offshore borrowing do not apply to 
loans raised to s u pp ort wholly foreign- 
own ed projects. Under the new decree, 
investors must sell 5 per -cent of their 
equity to an Indonesian company or indi¬ 
vidual within five years, and transfer 20 
per cent within 20 years. There is no 
requirement to export production. 

William Keeling 


Government ministers say 
loans raised by wholly foreign- 
owned projects will not count 
toward Indonesian debt, 
although the effect on the bal¬ 
ance of payments will be the 
same as foreign loans raised by 
domestic companies. 

Donor agencies are con¬ 
cerned that projects supported 
by politically well-connected 
companies will proceed under 
the guise of foreign ownership 
and that a secondary debt, not 
recognised by government but 
serviced by the country's 
export proceeds, will be accu¬ 
mulated. Such a debt would 
undermine efforts at reducing 
the country's debt service 
ratio. 

It would also compound the 
adverse economic effect of 
other politically motivated 
derisions such as the granting 
in 1991 of a private monopoly 
for the buying and selling of 
cloves which last year cost the 
country about $350m. 

Donors forecast a slightly 
higher current account deficit 
of $4£bn this year, increasing 
the country's reliance on aid 
from the donor community 
which will meet in Paris next 
month to discuss new commit¬ 
ments. Indonesia will be 
looking for at least as much as 
the $4.75bn committed by 
donors at their last meeting In 
March, 199L 

Indeed, after 10 years of dere¬ 
gulation the economy is at a 
particularly delicate phase. 

Deregulation of the hanking 
sector, of which the biggest 
tranche occured in 1988, led to 
a surge in the number of banks 
and a 122 per cent growth in 
credit between December, 1988 
and the end of 1990. This 
restricted the government’s 
ability to squeeze Inflation 
which has risen from 6.2 per 


cent in 1989 to 9.2 per cent last 
year, although it is expected to 
fell to about eight per cent this 
year. 

The tightening of money sup¬ 
ply in February 1991 sent bank 
lending rates to 30 per cent. 
Although money supply has 
since been relaxed, 12-month 
lending rates have remained 
relatively high at about 24 per 
cent, although deposit rates 
have fallen to 17 per cent. 

The higher cost of capital, 
combined with a relative down¬ 
turn in export markets, has 
had a knock-on effect for com¬ 
panies. 

In the past year two compa¬ 
nies, Bentoel and Mantrust, 
have defaulted on loans total¬ 
ling $770m. Economists fear 
they may be joined by other 
groups which over-expanded 
when credit was easily avail¬ 
able. At the very least compa¬ 
nies, and the larger conglomer¬ 
ates in particular, will undergo 
a period of consolidation. 

The same applies to banks, 
many of which lent with poor, 
sometimes non-existent credit 
analysis. The seven state 
banks, which account for half 
the banking sector’s assets, are 
in need of an immediate over¬ 
haul. Many banks in the pri¬ 
vate sector are little better off 
and a series of mergers is 
likely. 

A worst case scenario would 
see a string of company fail¬ 
ures in the second half of the 
year exposing an ill-managed 
banking sector. But this would 
be to underestimate the ability 
of the government to manage 
what rem ains a dynamic, if 
volatile, economy. 

Most economists predict a 
continuation of a steady GDP 
growth of between 6 and 7 per 
cent, assisted by the coming 
on-stream of new export-ori¬ 
ented manufacturing capacity. 

Despite a significantly lower 
oil price, provisional total 
export revenue of $728bn for 
the first quarter of 1992 is 
down only L5 per cent on the 
same period of last year, 
reflecting continuing growth of 
non-oil and gas exports. Total 
imports for the period 
remained constant at $6.32bn. 

Equally, GDP growth of 6 per 
cent is unlikely to deliver the 
“take-off” of which the opti¬ 
mists dream. Given the cost of 
infrastructural improvements, 
the uneven state of develop¬ 
ment in the archipelago and 
the flood of new labour, every 
step towards greater economic 
prosperity will be a hard- 
fought battle. 

William Keeling 
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INDONESIA’S OLDEST PRIVATE COMMERCIAL BANK 

* MORE THAN 100 DOMESTIC AND INTERNATIONAL BRANCHES 

* INDONESIA’S LEADING PROCESSOR OF FOREIGN TRADE PAPER 

* ACCREDITED AS A FINANCIAL INTERMEDIARY BY: 

Hie World Bank - Agricultural Financing Project 

The Asian Development Bank - Long Term Credit Program 

The EXIM Bank of Japan - Medium Term Credit Program 
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There's something happening 
but in South East Asia that's been 
turning many a Western head of 
late: Growth. 

Nowhere more so than in our 
country/ Indonesia. 

As Indonesia's second largest 
cement producer, we help quite 
literally to build the country, as ^ 
it develops and industrializes. 

We've expanded our 


annual capacity to 3 million tons 
and incorporated the latest cement 
processing technology. 

And {ike Indonesia, we're still 
growing: to meet the demand here 
at home and participate in the export 
needs of the region. 

Which, when you come to think of 
it, makes us much more than a 
SJ cement company. It makes us 
a solid investment. 


PT BANK DAGANG NASIONAL INDONESIA 

Head Office: Wisma Hayam Wuruk, JL Hayam Wuruk No. 8, Jakarta, Indonesia 

Contact: Ms. Tctty Gozali ^Director Development; Mr. L Robert T Sobrata, Director internati o nal 
TeL (6221) 381-0125,381-0143; FAX 380-5761,364-614 

A TRADITION OF TRUST AND SERVICE SINCE 1945 




Bank Dagang Naakmal Indonesia 


BTBEMEM CiBfftfOMG 
We build Indonesia. 

Telephone 62.21.8190808 Fax 62.21.8198362. 
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□ FOREIGN INVESTMENT 

Regulations relaxed 


FOREIGN investment is no 
luxury for Indonesia. "Every 
year we have to create 2.4m 
new job opportunities,” says 
Mr Sanyoto Sastrowardoyo, 
chairman of the Investment 
Co-ordinating Board (BKPM). 
"That's the population of the 
Republic of Singapore. That's 
why we invite foreign inves¬ 
tors and domestic investors to 
build new factories.’’ 

With this in mind, and in the 
face of continuing competition 
from other capital-hungry 
developing countries, the gov¬ 
ernment announced a liberalis¬ 
ation of foreign investment 
rales in April 

Henceforth, foreigners can 
start with 100 per cent owner¬ 
ship of a project either if It has 
a paid-up capital of at least 
$50m, or if it is sited outside 
the main Island of Java and 
the more developed parts of 
Sumatra. 

This is in accordance with 
the government’s efforts to 
spread development to the 
remoter reaches of the archi¬ 
pelago, or if the project is 
located in a designated indus¬ 
trial park in Java or Sumatra 
and all production is for 
export. 

Within five years of start-up, 
the investors must sell at least 
5 per cent to Indonesian inter¬ 


ests, usually rising to 20 per 
cent within 20 years. 

Regulations for existing 
investors have also been 
relaxed. Previously, 100 per 
cent foreign investments were 
allowed only on the bonded 
island of Batam near Singa¬ 
pore. 

Potential foreign investors 
will welcome the new rules if 
they are properly implemented, 
partly because the revised reg¬ 
ulations reduce the need for 
political connections when 
launching a project and allow 
more time for the difficult task 
of finding a suitable local part- 

The government’s ’tight 
money 1 policy has 
sharply reduced 
domestic investment 


ner. 

"I think they are very happy 
about it" says Mr Sastrowar¬ 
doyo. "We do hope that many 
more foreign investors will 
come to Indonesia, because 
now they don’t have the imme¬ 
diate difficul ty of finding the 
Indonesian partner and they 
can select calmly and system¬ 
atically within five years." 

The BKPM, which covers all 
investments except for oLL gas 


and finance, approved 6Sbn. 
worth of new foreign invest¬ 
ment in the first four months 
of this year, which compares 
favourably with the figures of 
$8.7bn and |&8bn reported in 
1990 and 1991 respectively. In 
the past 25 years, half the for¬ 
eign investment approvals by 
value have actually been 
implemented. 

"We can say optimistically 
that by the end of this year the 
level (of foreign investment 
approvals) wfll he the same as 
in the last two years,” says Mr 
Sastrowardoyo. 

The government’s "tight 
money” policy, however, has 
sharply reduced domestic 
investment and officials fear 
that foreign investment will 
also be curtailed by the slow¬ 
down of the world economy 
and Japan's fiwmriai tunnoDL 

Indonesia's low labour costs 
remain particularly attractive 
- workers have complained 
that some Korean employers 
do not even pay the leg al mini¬ 
mum - so much so that ques¬ 
tions have been raised about 
whether Indonesia Is getting a 
sufficient return from its man¬ 
ufactured exports. 

Sports shoes from dozens of 
Indonesian factories, for exam¬ 
ple, are exported through Sing¬ 
apore middlemen. "The produc¬ 


tion costs of a pair of Nike or . 
Reebok shoes or whatever are 
only $8-97 a pair,” says Mr Sas¬ 
trowardoyo, "while the same 
pair sells in Europe or the US 
for $70-985." 

As in other south-east Asian 
countries, the transport and 
communications infrastructure 
has been overwhelmed by 
rapid economic expansion. Mr 
Sastrowardoyo acknowledges 
that there are complaints 
about electricity supplies but 
he says investors know that 
infrastructural deficiencies are 
temporary, and they can pay 
extra for their own supply. 

Political stability has always. 
been high on the list of inves¬ 
tors’ worries about Indonesia 
and it is difficult to say if the 
recent troubles in Thailand 
will exacerbate those fears (by 
highlighting the instability of 
the region’s under-developed 
political systems) or allay them 
(by suggesting that Indonesia 
is no worse than supposedly 
stable Thailand). 

"The Indonesian political 
system has provided stability 
and room for discussion,” said 
one prophetic stockbroker in 
Jakarta before the clashes 
between troops and demonstra¬ 
tors in Bangkok last 
month.“Gross domestic prod¬ 
uct has Increased steadily. 



There has been a shift from oil 
to non-oil export growth. Yet 
we come to 1992 and Indones¬ 
ia’s political risk rating is far 
higher than, say, Thailand." 

A complicating factor far 
large foreign .investments in 
Indonesia is the government’s 
understandable concern about 
its foreign debt, which has 
risen 44 per cent in three years 
to some $75bn. The govern¬ 
ment set ceilings on foreign 
borrowing in October, post¬ 
poned several large invest¬ 
ments, including four petro¬ 
chemical projects, and 
redoubled its efforts to per¬ 
suade investors to finance 
their projects with equity 
rather than 1ram-<L 


One of the petrochemical 
projects, the Chandra Asri 
plant backed by President 
Suharto’s second son, was sub¬ 
sequently reprieved cm condi¬ 
tion that it be scaled down and 
transferred to foreign owner¬ 
ship. The new investment rules 
wera announced later, leading 
to charges that the liberalisa¬ 
tion was Hprignad to legitimise, 
post facto, a go-ahead for Chan¬ 
dra Asri. . 

Other large Investments in 
the pipeline include foreign 
bids for units of the Paiton 
power complex, the proposed 
Slbn Exor III refinery on Bin- 
tan Island (a joint venture 
between BP and C. Itch), two 
US chemical plants and two US 


banana projects, Mr Sastrowar¬ 
doyo says. . 

There are no immediate 
plans to provide further owner¬ 
ship incentives for foreign 
investors. “That’s it for the 
tiwifl being," says Mr Sastro¬ 
wardoyo. “We are going to 
move in another direction. We 
are going to simplify our nega¬ 
tive list" 

The number of sectors 
restricted for new investment 
foil to 60 last year from 75 in 
1989 and there are plans to 
reduce the figure further. 

TnrjlQwpgian officials are hop¬ 
ing that any decline in Japa¬ 
nese interest will be compen¬ 
sated for by countries such as 
Taiwan (which bad the highest 


value of investment approvals 
last year) or by western compa¬ 
nies anxious to establish a 
springboard for exports mto 
the rest of Asia. _ 

Mr Radius Prawiro, the min¬ 
ister responsible for overseeing 
the economy, says the focus of 
Indonesia's trade is moving 
away from commodity exports 
to Europe and energy exports 
to the US towards closer links 
with the Asia Pacific region. 

“Our trade with Asia and the 
Pacific now takes 70 to 75 per 
cent of our exports,” he says. 
"This makes our country 
attractive for non-Asian invest¬ 
ment." 

Victor Mallet 


□ BATAM 


Key role for 
Singapore 


INDONESIA’S attempts- to 
develop far-flung reaches of its 
territory away from the main 
island of Java have finally 
borne fruit hi the Riau islands, 
but the exploitation of Batam, 
Bin tan and the other islands 
owes as much to the determi¬ 
nation of nearby Singapore as 
to the Indonesians themselves. 

Under the so-called “Growth 
Triangle” concept espoused by 
Singapore, the Riau islands 
and the southern Malaysian 
region of Johor can benefit 
from Singaporean investment 
and expertise while providing 
the labour and the land which 
Singapore and the multination¬ 
als based there find so hard to 
obtain. Batam alone is two 
thirds the size of Singapore 
and there is a plentiful supply 
of contract workers flown in 
from overcrowded Java. 


Singaporean efficiency In 
constructing the necessary 
infrastructure was crucial to 
the development of Batam as 
an industrial location for for¬ 
eign Investors. 

Indonesia granted foreign 
investors the right to 100 per 
cent ownership of their Batam 
operations three years before 
the privilege was extended 
nationwide in April this year. 
But of eight industrial estate 
projects on the island, the only 
one operational is run by 
Batamindo, the 9400m joint 
venture between Singapore 
Technologies Industrial Corp 
and Jurong Environmental 
Engineering (both of Singa¬ 
pore) and the Indonesian Salim 
group of Mr Liem Sioe Liang, 
the wealthy business associate 
of President Suharto. 

So for, 29 companies, indud- 
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log Thomson, Philips, AT&T 
and Bowater have begun 
operations at the Batam Indus¬ 
trial Park. In all, 40 per cent of 
Batam has been set aside for 
industry, while the. larger 
island of Bin tan is being mar¬ 
keted as a tourist attraction as 
well as a location for factories. 

The proposed $2^bn Bin tan 
Beach International Resort is 
being touted as “Asia Pacific’s 
playground of the 21 st cen¬ 
tury” and will be sold together 
with Singapore as a single 
tourist destination. 

Singapore’s relationship with 
Indonesia, like its older tie to 
Malaysia, may be complemen¬ 
tary but it has not been with¬ 
out friction. Singaporeans find 
themselves frustrated by what 
they politely refer to as Indon¬ 
esia's “different work ethic” 
while the Indonesians some¬ 
times accuse the economically- 
advanced Singaporeans of arro¬ 
gance and condescension. 

A priority for Singapore has 
been smoothing the way for 
Singapore-based companies to 

base themselves in Batam 
- for example by introducing a 
“smart card" for immigration 
control at ferry termi¬ 
nals - but the impatient 
attempts to bypass Indonesian 
bureaucracy can easily be 
interpreted as an assertion of 
de facto sovereignty. 

“The problem we have Is 
that we don’t want to overem¬ 
phasise that we are r unning 
the show," says one senior gov¬ 
ernment official in Singapore. 

Mr Chudri Nlzar of Indones¬ 
ia's Batam Industrial Develop¬ 
ment Authority - asked in 
Jakarta if the sovereignty issue 
was a problem - replied: “It 
can be." 

Indonesian officials acknowl¬ 
edge. however, that the confi¬ 
dence inspired by Singaporean 
economic management and the 
proximity of Singaporean 
financial and technical services 
are essential in the drive to 
attract international compa¬ 
nies to Batam. 

Ms Jean Tsai of Thomson 
Consumer Electronics, the first 
company at the Batamindo 
estate to start operating in 
early 1991, describes Thom¬ 
son's S93ra Investment In a 
television modulator and tuner 
assembly plant as “a toe in the 
water", but says the experience 
has been positive and an 
expansion is on the cards. 
Thomson already has plans to 
employ LOOO people on Batam. 

“We operate on Indonesian 
soil bat Batamindo is there to 
smooth the way,” Ms Tsai says. 
“Batam is close. Expatriate 
Singapore managers can come 
here [Singapore] for the week¬ 
end." 

Environmentalists might 
balk at the damage done by 
development to Batam's natu¬ 
ral beauty - soil erosion is vis¬ 
ible everywhere - and labour 
activists might criticise the 
idea of housing migrant work¬ 
ers in a dormitory building on 
the estate, but investors are 
happy to reap the rewards of 
low labour costs. 

Batamindo officials say most 
Of the production workers they 
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supply are women between the 
ages of 18 and 25. Companies 
pay about 59220 per month per 
worker to Batamindo, of which 
the employee receives about 
S$150. 

After the difficult start-up 
period, companies are anxious 
to employ their own produc¬ 
tion workers and to hire skilled 
Indonesian staff to take over 
managerial jobs from expen¬ 
sive Singapore expatriates who 
find the living conditions on 
Batam relatively harsh. 

“The main problem now is 
the training of the staff to take 
over more responsible posi¬ 
tions,” said Mr M. S. Leow, 
manufa cturing manager at 
Thomson's Batam plant 

Earlier problems included 
difficulties with telecommuni¬ 
cations and the movement of 
goods. These are said to have 
been resolved, although a new 
harbour may have to be con¬ 
structed because the main port 
is working at full capacity. 

Batam, vigorously promoted 
by Mr B. J. Habibie, minister of 
state for research and technol¬ 
ogy, saw its population grow to 
more than 107,000 last year 
from a mere 6.000 in 1973. By 
the end of next year, the air¬ 
port ia supposed to be capable 
of receiving Boeing 747 jumbo 
jets. 

Batam's exports rose to 
$210m in 1991 from SMS m in 
1990, but officials agree that it 
is difficult to gauge the eco¬ 
nomic significance of the gross 
export figures because the 
island is a low-cost assembly 
location and imports are pre¬ 
sumably tiring rapidly as well. 

The Rian frdands are develop¬ 
ing fori, but they will continue 
to depend for the time being on 
tha backing of the Indonesian 
government and of Singapore. 

Victor Mallet 



The Arun Liquified Natural Gas (LNG) plant in Lhokseumawe la one of the largest natural gas processing facilities in the work! 

□ OIL AND GAS INDUSTRY 

Uncertainty and expansion 


INDONESIA'S ofl. sector is at a 
turning-point A record num¬ 
ber of contract areas have 
been signed in the past three 
years, confirming oil compa¬ 
nies’ interest in the archipel¬ 
ago. 

The number of new discov¬ 
eries, however, has been disap¬ 
pointing and Indonesia is 
unlikely to postpone the date 
on which it becomes a net 
importer of oil until after the 
tnra of the century. 

Production has averaged 
about 1.5m barrels per day 
and reserves remain around 
llbn barrels, enough to sus¬ 
tain production at current lev¬ 
els for another 20 years. In 
addition, only 36 of Indones¬ 
ia's 60 known oil basins have 
been explored and only 14 
developed. 

Most new areas of explora¬ 
tion, however, are in complex 
geological structures or are. 
deep offshore. 

Current reserves were built 
up during two periods of 
extensive exploration in the 
1940s, and again in the 1960s. 
The country Is now undergo¬ 
ing a third wave of explora¬ 
tion. The number of new pro¬ 
duction-sharing contracts 
signed between Pertain tna. the 
state-owned oil and gas com¬ 
pany, and foreign oil compa¬ 
nies, rose from seven in 1987 
to a record 22 lari year. 

However, the level of explo¬ 
ration commitment under the 
new contracts - over $2.8bn 
within the next 10 years - is 
not particularly high, and oil 
companies want contract 
incentives improved. 

The government disagrees, 
saying the incentives are ade¬ 
quate. “How else can you 
Av pinin the Jump in num¬ 
ber of new contract areas, 
except that the conditions are 
sufficient?” said one govern¬ 
ment official. 

Foreign companies Insist, 
however, that the terms are 
among the least attractive in 
the world. As one executive 
noted: “The number of signed 
contract areas may be np, but 
tiie level of drilling Is down”. 

Even if exploration drilling 
Increases, the number of size¬ 
able deposits remaining to be 
discovered Is an unknown 
quantity, although the imme¬ 
diate omens are not good. As 
an executive of a foreign oil 
company explained: "The last 
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block awarded that had over 
100m barrels was in 1971. No- 
one taking np new acreage has 
had significant discoveries.” 

Meanwhile, domestic fuel 
consumption is growing rap¬ 
idly. In 1990 tt rose 20 per cent 
to nearly 700,000 barrels a day 
(b/d) and the rate of increase 
is expected to continue over 
the next decade. Government 
and industry officials agree 
that at some point between 
1997 and 2005 Indonesia will 
become a net importer of oil 
and will have to leave the 
Organisation of Petroleum 
Exporting Countries. 

This will go hand in hand 


including the Bimantara 
Group run by President Suhar¬ 
to’s second son, will meet this 
condition is uncertain. 

Also likely to be given 
approval under condition of 
foreign-ownership is the Slbn 
Exor-3 refinery in joint part¬ 
nership between BP of the UK 
and Citoh of Japan. 

While the future of the oil 
sector is uncertain, the gas 
sector is likely to expand over 
the next decade. Indonesia is 
the world’s largest exporter of 
liquified natural gas (LNG) 
with exports In 1991 estimated 
at 2ZJ5 m tonnes, and also pro¬ 
duces liquified petroleum gas 


Liquid natural gas exports (tonnes m) 
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with a move to process more 
of domestic production. The 
wilder fancies of Pertamlna 
received a blow last September 
when the government 
announced that 16 refining 
projects, provisionally sched¬ 
uled for construction before 
1996 with a total cost of 
had been postponed. 

A number of projects have, 
however, be allowed to pro¬ 
ceed. These include the 9420m 
upgrading of the Musi and 
Ballkpapan refineries and con¬ 
struction or the 91.51m Cillcap 
olefin plant and the 92bu 
Exor-I refinery. 

The government has also 
given approval for a 91.6bn 
Chandra Asri olefin plant to 

go ahead under IOO per cent 
foreign ownership, although 
how its Indonesian backers. 


(LPG). with exports of 2.6m 
tonnes in 1990. 

In 1990, LNG and LPG 
export revenue totalled 94.21m, 
equivalent to about 550,000 b/ 
d of crude olL Between Janu¬ 
ary and October last year, 
LNG exports totalled $3.lbn 
and LPG exports reached 
9267m. Indonesia's principal 
buyer remains Japan, 
although Taiwan and South 
Korea are emerging markets. 

Upgrading of LNG produc¬ 
tion facilities is expected to 
raise capacity to from 22_6m 
tonnes in 1990 to 23 An tonnes 
this year. A 9750m contract to 
construct a sixth LNG train at 
Bontang, East BaHmant n n 
has been awarded to the Hum¬ 
mus Group led by President 
Suharto’s youngest son. One 
for completion by 1994, tt will 


boost Indonesia's total produc¬ 
tion capacity to 27m tonnes. 

The new train will supply 
20-year contracts to sell 2m 
tonnes a year to Osaka Gas, 
Tokyo Gas and Toho Gas of 
Japan. 

In total, Indonesia has 
long-term LNG contracts to 
export 24.5m tonnes from 
1994. Industry officials expect 
further contracts to raise pro¬ 
duction to a sustainable level 
of 30m tonnes a year shortly 
after the turn of the century. 

The one area of uncertainty 
is the development of the 
Natuna gas field situated In 
the South China Sea which, 
with 45 tsef (trillion standard 
cubic feet) of commercial gas 
reserves, is at the heart of the 
industry's future. 

Esso Indonesia haw a 50 per 
cent stake in the field, with 
the remaining interest held by 
Pertamlna. Government offi¬ 
cials concede, however, that 
Pertamlna will be nnahip to 
fiuzd its share of the 815bn 
req uired to develop the field. 

“Pertamlna cannot raise the 
money and government offi¬ 
cials say Pertamina may 
reduce its stake In Natuna to 
10 per cent. Whoever takes the 
40 per cent will be expected to 
carry Pertamlna'* financing 
obligations", an industry exec¬ 
utive dose to the negotiations 
explained. 

Companies which have 
shown an Interest in taking a 
stake include Nissho Iwai, Mit¬ 
sui and Mitsubishi erf Japan, 
and Mobil of the Us. 

The high capital cost of the 
project is accounted for by the 
heavy platforms and technol¬ 
ogy needed to handle the gas 
which has a 70 per cent carbon 
dioxide content. 

Exactly how the- carbon 
dioxide win be handled, given 
envir onmenta l concerns that it 
should not be released into the 
■tiuosphere, has not been fma- 

A deal most be struck this 
year if Natuna is to come on 
*«am by 1998, the year when 
rotamina starts to renegoti¬ 
ate important long-term LNG 
agreements with Japan. These 
®* UT ®* lt *y »>etog supplied 
by the Aron field oil north 
?**■*£** bat its reserves are 
fosuffiefent to guarantee new 
contracts. 

William Keeling 
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Flying you from your home to our home, Indonesia, more times a week than any 
other airline. 

And being Indonesian, we’re able to offer something else no other airline can. The 
unique charm of Indonesia, the moment we welcome you aboard. 

Be it First Class or Executive Class, you can be sure you will be greeted with the same 
gentle concern and thoughtfulness of service. 

All very much the enchanting Indonesian way. 

From Gatwick you can fly south to Indonesia three times every week. And from 
Jakarta our services can take you onward to the major business centres on the Pacific Rim 
including eight Australian cities and Auckland, New Zealand. 

Reserve your seat with us and discover the gentle character of Indonesia that really is 
a world apart. 

For more information about flights, business incentive travel or conference organisation 
in Bali and Indonesia, call one of the numbers below or speak to your travel consultant. 


Garuda Indonesia 


London; 35 Duke Street, London W1M 5DF. Telephone: 071-486 3011 (Reservations), 071-935 5036 (Business Incentives & Conferences - ask for Dawn) 

Manchester. 26 Cross Street, Manchester M2 7AN. Telephone: .061-832 6384 







THE Jakarta stock market lias 
had two turbulent years, its 
composite index crashing from 
a high of 682 in April 1990 to 
under 325 last October. 

Since then, however, steps 
have been taken to restore 
Investor confidence including 
new listing requirements and 
the transfer of the exchange's 
management to a private com¬ 
pany. 

On June 20, the day follow¬ 
ing parliamentary elections, 
the index broke 320, amounting 
to a 44 per cent rise In less 
than eight months. While 
many investors are carrying 
large losses from two years 
ago, fast profits can still be 
made. 

The share values of some of 
the most traded companies 
prove the point between April 
20 and early June Indocement, 
the largest company on the 
market, rose 14 per cent Astra 
International, which accounts 
for half Indonesia's vehicle 
sales, went up 30 per cent and 

The overriding 
characteristic remains 
its illiquidity and this 
brings with It volatility 
in share prices 

Kalbe Farms, the leading phar¬ 
maceutical company, increased 
35 per cent 

The Jakarta market how¬ 
ever, is for the brave of heart 
As Miss Sian Hansen, analyst 
at Crosby Securities, explains; 
“Forces behind the Jakarta 
stock market are unusual. 
Companies' share values often 
fail to reflect underlying mar¬ 
ket; principles. Instead, the 
market is fuelled mostly by 
sentiment”. 

A report by Hoare Govett in 
April, when the market stood 
at 271, predicted a 15-20 per 
cent growth in the index by 
the end of the year. Since the 
report the index has risen a 


□ THE STOCK EXCHANGE 


Banking sector loan growth 


A market for the brave of heart 


further 11 per cent and some 
brokers are talking of the 
index nudging 400 by year-end. 

The overriding characteristic 
of the Jakarta exchange 
remains its illiquidity and this 
brings with it volatility in 
share prices. Shares in Bakrie 
and Brothers, a conglomerate 
with key interests in the steel 
sector, have risen 100 per cent 
in three months on the hack of 
heavy buying by foreign bro¬ 
kers. 

Regulatory changes drawn 
up by Bursa Efek Jakarta, the 
new private managers of the 
stock exchange, were due to 
come Into force on June 18 and 
should improve liquidity. 

They provide tougher qualifi¬ 
cations for a new company 
wishing to be listed on the 
exchange: an operating profit 
for two consecutive years; min¬ 
imum assets of Rp20bn; equity 
capital of at least Rp7.5bn and 
paid-up capital of more than 
Rp 2 bn; at least 200 public 
shareholders; and a tree-float 
of at least lm shares. 

Companies may be struck off 
if they record losses for three 
consecutive years; if their 
shares are not traded for more 
than six months; if they cannot 
produce scheduled, financial 
reports or if accounting stan¬ 
dards are not met. 

The measures are designed 
to boost investor confidence 
after a series of scandals which 
began the index's precipitous 
foil in 1990. The worst was 
when Bank Duta, -more than 70 
per cent owned by charities 
chaired by President Suharto, 
failed to disclose foreign 
exchange losses of $4l9m a few 
months before the bank went 
public. 


Confidence in the business 
community was hit last year 
with the announcement by two 
companies, the Mantrust con¬ 
glomerate and Bentoel, a ciga¬ 
rette company, that they would 
be una ble t o service loans 
totalling 5770m. And there may 
be more bad news waiting in 
the wings. 

The Soeryadjaya family, 
which own 76 per cent of Astra 
Inter national, the second-larg¬ 
est quoted company, have 
admitted that their private 
Summa Group requires finan¬ 
cial restructuring. Brokers 
believe the Soeryadjaya family 
is preparing to sell up to half 
its stake in Astra International 
worth over 9500m. 

The future of Astra Interna¬ 
tional relies largely on who 
takes up the Soeryadjaya 
shares. If it is a reputable for¬ 
eign company which can bring 
with it new technology and 
management expertise, Astra 
could emerge the stronger. 
Brokers are fearful, however, 
that the family is under pres¬ 
sure to sell to domestic, politi¬ 
cally well-connected, compa¬ 
nies with only limited 
experience in motor cars. 

Astra may not be be alone in 
having potential problems. Dr 
Mari Pangestu, head of eco¬ 
nomics at the Centre for Stra¬ 
tegic and International Studies 
In Jakarta, says: “Perhaps the 
greatest concern... is a string 
of company failures” in the 
year ahead. 

Many of the domestic con¬ 
glomerates which expanded 
rapidly in 198940-have been 
vulnerable to high interest 
rates which followed the tight¬ 
ening of money supply in early 
1991. However, Dr Pangestu 


□ AGRICULTURE 


A base for steady 
economic growth 


INDONESIA’S steady economic 
growth is derived as much 
from its agricultural base as 
from investment in manufac¬ 
turing. Indeed, one of the coun¬ 
try’s most significant achieve¬ 
ments in the past decade has 
been substantially to boost 
agricultural production, both 
of food and cash crops. 

From being the world’s larg¬ 
est importer of rice, its staple 
food. In the late 1970s, Indon¬ 
esia is now self-sufficient It 
has strengthened its position 
as a leading exporter of com¬ 
modities such as robber, cof¬ 
fee, cocoa and palm-oiL 

However, the agricultural 
sector also provides some of 
the most glaring examples of 
economic mismanagement. 
Sugar production and process¬ 
ing remains within an ineffi¬ 
cient system erf state control 
and clove formers have suf¬ 
fered the inequities of a private 
trading company which has 
enjoyed monopoly rights to 
buy and sell their crop. 

About half the population Is 
involved in rice production and 
marketing but the drive 
toward self-sufficiency, initi¬ 
ated in the mid-1960s, did not 
meet with immediate success. 
In 1979, for example, Indonesia 
imported a record 2m tonnes to 
supplement production of 
17.9m tonnes. 

This year, production is esti¬ 
mated at 29.25m tonnes, an 
increase due mainly to 
improved rice strains and a 
system of Integrated Pest Man¬ 
agement (IPM) which in many 
areas has enabled formers to 
grow three crops a year, 
instead of the previous two. 

The IPM programme was 
evolved to tackle the “plan- 
thopper” insect which, in the 
late 1970s, ate its way through 
many million tonnes of rice. 
Research showed that an 
excessive use of pesticide was 
to blame, killing the planthop- 
per’s natural predators. This 
led the government in 1986 to 
ban more than 50 pesticides 
which had previously attracted 
state subsidies. 

The demands of a growing 



indonmJa Is the world's second-largest producer of rubber 


population, however, mean 
that fixture self-sufficiency is 
far from guaranteed. This year, 
the country wifi import about 
700,000 tonnes of rice due to a 
drought-affected crop last year. 
Much of this wQl be done by 
recalling rice loans" made to 
neighbouring countries during 

Palm oil Is experiencing 
a seemingly Inexorable 
rise in production, 
increasing from 1.37m 
tonnes In 1987 to an 
estimated 2.9m tonnes 

earlier years of surplus. 

Cash crops have seen a simi¬ 
lar surge In production. 

Rubber production rose from 
1.05m tonnes in 1985 to 1.27m 
tonnes last year, making 
Ind o ne s ia the world's second- 
largest producer. Coffee pro¬ 
duction has risen from 311,000 
tonnes in 1985 to a forecast 
476,000 tonnes this year, mak¬ 
ing Indonesia the third largest- 
exporter, accounting for about 
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7 per cent of world coffee trade. 

Cocoa production has soared. 
Indonesia produced just 18,600 
tonnes in 1984 and the govern¬ 
ment planned an increase to 
56,000 tonnes by 1908 but the 
formers have wildly exceeded 
targets. Production in 1989 hit 
143,000 tonnes and is forecast 
at up to 160,000 tonnes this 
year. 

Palm oil is also experiencing 
a seemingly inexorable rise in 
production, increasing from. 
1.37m tonnes in 1987 to an esti¬ 
mated 2-9m tonnes this year. 
Industry officials say produc¬ 
tion in 1993 may be as high as 
3.7m tonnes. 

By boosting production, how¬ 
ever, Indonesia has contributed 
to the global oversupply of 
these commodities and the 
sharp fail In international 
prices. In the face of stagnant 
prices, the value of rubber 
exports rose from |7i8m in 
1985 to 9855m in 1990. But reve¬ 
nue from coffee exports fell 
from S560m to 8372m in the 
same period. 

Donor agencies believe that 
the rubber sector will pick up 
- the World Bank is still fund¬ 
ing . smallholder production 
programmes - but coffee may 
be heading for a dims. Indus¬ 
try officials forecast Indone¬ 
sian supply outstripping 
riamawd by 77.000 tonnes next 
year. The future erf palm oil 
depends on the industry count¬ 
ering suggestions that it con¬ 
tains a high cholesterol con¬ 
tent. 

Some formers have moved 
towards higher-value commodi¬ 
ties by developing aqua-agri¬ 
culture, particularly shrimp 
fa rming . The value of lobster, 
shrimp and prawn exports rose 
from S269m in 1986 to $704m 
last year, with Japan the prin¬ 
cipal market 

Where formers have been 
given a free the result 
has mostly been one of higher 
and more efficient production. 

This has not led, however, to 


says: "In most cases core busi¬ 
ness Is still relatively profit¬ 
able:’’ 

If some companies are in 
trouble, the first to be affected 
will be the banks. A measure 
of investor confidence in 
Indonesia will be how the 
value of bank shares react to a 
new decree, expected to be fin¬ 
alised this month, which will 
allow foreigners to buy up to 
49 per cent of a listed bank’s 
shares. 

“Brokers say the ini Hal signs 
are mixed. Foreign investors 
have been working through 
domestic institutions to buy 
shares in advance of the decree 
but following a recent rally in 
bank share prices, concern 
over loan-loss provisions may 
dampen investor enthusiasm. 

Nevertheless, the long-term 
prospects for the market are 
bright 

With a population of 183m 
and *nnnai per capita income 
forecast by the World Bank to 
doable to more than $1,000 by 
the turn of the century, Indon¬ 
esia remains a vastly under-de¬ 
veloped and potentially lucra¬ 
tive market 

Mr Zein Mahmud, 

president of BEJ, bemoans the 
lack of initiative shown. by 
many domestic institutions, 
such as state pension funds, 
which prefer to place their 
funds on time deposit. As such, 
he believes the future of the 
stock market lies in foreign 
investors’ hands. 

He says there are thousands 
of potential companies waiting 
to list but adds: “Who will be 
the buyer of shares? It must 
the foreign investor”. 




William Keeling Turbulent times: applicants tor a new share Issue In Jakarta 
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the (^regulation of the sugar 
sector which - with land forci¬ 
bly turned over to production, 
prices set by government and 
80 per cent of processing capac¬ 
ity in the hands of the state 

- is a throw-back to the cen¬ 
trally-controlled economy of 
the early 1960s. 

Donors say Indonesia, like 
the European Community, 
lacks a comparative advantage 
in the production of sugar and 
the domestic price is over 25 
per emit more than the world 
market price. Production has 
been stagnant over the past 
four years at about 2m tonnes. 

This year, sugar Imports, 
also government-controlled, 
are expected to reach 375,000 
tonnes, providing a substantial 
source of revenue when sold to 
the consumer at the set domes¬ 
tic price. 

The cloves sector has suf¬ 
fered most from government 


intervention, albeit through 
the guise of introducing pri¬ 
vate sector participation. 
Cloves are the key ingredient 
in Indonesia's fragrant kreiek 
cigarettes and up to 4m form¬ 
ers are expected to produce 
100,000 tonnes of cloves this 
year. 

In January 1901, the govern¬ 
ment awarded a monopoly over 
the buying and selling of 
cloves to Badan Penyangga 
dan Pemasaran Cengkeh 
(BPPC), a private company 
headed by Mr Hutomo Mandala 
Putra, President Suharto's 
youngest son. 

BPPC set a farm gate price of 
Rp7,900 per kilo and a selling 
price to cigarette companies of 
at least Rpl2,700 per kilo (more 
than four times the world mar¬ 
ket price), giving a projected 
sales revenue test year In 
excess of Hpl,000bn. In addi¬ 
tion, the company received 


Rp759bn in low-interest credit 
from the central bank. 

Don or officiate say most 
formers received just half the 
ceiling price for their crop in 
1991 and in February Mr Putra 
announced that BPPC would 
be unable to service its loans. 
He suggested farmers cut down 
one third of their clove trees to 
ease oversupply. 

Critics of the government 
say the private monopolies 
raise doubts about the commit¬ 
ment of senior members of the 
administration to de-regula¬ 
tion. Government ministers, 
however, have said privately 
that the Issue of monopolies 
will be tackled within a year, 
although further de-regulation 
of agriculture is certain to be 
high on the donors' agenda 
when they meet in Paris next 
month. 

William Keeling 
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□ BANKING 

Shake-out may 
be imminent 


BANKING sector deregulation 
has been at the heart of Indon¬ 
esia’s economic growth over 
the past 10 years, prom p ti n g a 
surge in the number of banks 
and in the availability of 
credit to companies wishing to 


It has done little, however, 
to improve efficiency and 
bankers say a shake-out of the 
sector may be immin ent 

Deregulation began in 1983 
when ceilings on credit expan¬ 
sion were removed, but the 
real impetus earns with the 
1988 reforms which allowed 
new private domestic banks to 
set up, existing foreign banks 
to open limited branch net¬ 
works and new foreign banks 
to create joint ventures with 
domestic institutions. 

Between 1988 and 1991 more 
than 70 banks and 2,000 
brandies were opened. Coinci¬ 
ding with a flood of new 
investment In tow cost, export- 
oriented manufacturing, the 
result was a credit explosion. 
Total bank credits rose from 
Bp4d,001bn in 1988 to 
Rp97 l 69fflm ixi 1990. 

While banks chased clients 
with offers of large loans and 
. generous credit card terms, 
bankas chased high salaries. 
The chief foreign currency 
. dealer of one foreign bank was 
poached with an up-front pay¬ 
ment of .$400,000. 

In the past 18 months, banks. 
have had to come to terms 
with a series of government 
initiatives that have reduced 
credit growth from a peak of 
60 per cent year-on-year in 
mid-1990 to a forecast 15 per 
cent this year 

• In February 1991, the gov¬ 
ernment ordered 12 parasta- 
tals to convert RpSJKWbn of 
their bank deposits - equiva¬ 
lent to about one third of 
money in circulation - into 
certificates issued by Bank 
Indonesia (BI), the central 
bank: 

' • Banks- were told to raise 
their capital adequacy ratios 
requirement to 5 per cent of 
total assets by last March; 
banks had previously averaged 
about 2 per cent This has to 
be raised farther to 7 per cent 
by next. March, and to 8 per 
emit the .following December. 

• Last October, ceilings on 
new foreign borrowing were 
aimomued. Private.banks are 
collectively restricted to 
$500m .of new borrowing in 
each: of the next four years; 
the seven state banks are 
allowed up to Hbo of new for¬ 
eign borrowing a year until 
1996. 

'• In. December 1991, a com¬ 
plex'set of regulations was 
Introduced which limited 
banks’ offshore funding to 30 
per cent of their equity.' In 
addition, the central bank said 
that by next year 80 per cent 
of -banks' lending hi foreign 
currency portfolios must be to 
export-oriented companies. 

The restriction on foreign 
borrowing was prompted by 
the rapid growth of Indones¬ 
ia’s international debt which 
increased 44 per cent to $75fon 
In the past three years. Private 
debt accounts for one third of 
the total and has been growing 
most rapidly. 

Donors say, however, that 
the decision to announce new 
regulations is a sign of Bank 
Indonesia’s weak capacity to 
supervise the sector. Confi¬ 
dence in the central bank was 
also shaken with the recent 
removal of its bead of banking 
supervision. The official bad 
complained that a leading pri¬ 
vate bank’s loan portfolio was 
over-committed to companies 
belonging to its main share¬ 
holder. 

The central bank has not 
shown much Inclination to 
enforce test December’s regu¬ 
lations. Banks have handed in 

Decree will 
reform curbs 
on bank 
ownership 

A NEW decree allowing 
greater foreign ownership 
of banks is Imminent. At 
present foreigners are: 

• Allowed to take up to 
an 85 per cent stake jn 
fofnt-venture banks but 
these cannot be listed on 
foe stock market 

• Barred from buying 


figures for their offshore bor¬ 
rowing bHt have not heard 
from Bank Indonesia if the 
sector is within its limit. 
Joint-venture banks have he^ 1 
told that they need not strictly 
comply with the rule limiting 
foreign borrowing to 30 per 
emit of equity. 

The regulations have, how¬ 
ever, capped the worst 
excesses of the banks and 
made them look to the quality 
of their loan, portfolios. 

Central bank officials say x 
the level of bad and doubtful > 
debts in the sector has 
increased from 3.9 per emit of 
total | n»n« in 1990, to 5.9 per 
cent in 1991. t x . 

Donor officials say that for 
the five state commercial 
banks, which account for 
about half the banking sector’s 
assets, ike position Is consider¬ 
ably worse, with bad debts 
accounting for 15-25 per cent 
of their portfolios. 

The World Bank is propos¬ 
ing a 8300m loan to restruc¬ 
ture the state banks which, if 
all parties agree, should be in 
place by August Bankers esti¬ 
mate that the state banks will 
require a capital injection of 
about $2bn by December. 1993, 
to satisfy capital adequacy 
requirements. 

Many private banks have 
also found themselves over-ex¬ 
tended but have made use of a 
loosening of the money supply 
to lower deposit rates to about 
17 per cent, while keeping 
lending rates relatively high 


Like Bank Summa, many 
private banks must 
come to terms with bad 
debts on their books 


at 24 per cent. 

One foreign broking house 
estimates that most banks in 
Indonesia need a spread of 7.6 
per cent over deposit rates to 
break even. This allows for 
high overheads (3 per cent) 
and for provisions of bad debts 
(4-6 per cent). 

One bank which has 
accepted the need for restruct¬ 
uring is Bank Summa, major¬ 
ity owned by the Soetjadjaya 
family which also holds 76 per 
cent of Astra International, 
Indonesia’s second-largest 
quoted company. 

Bank Summa has been hit 
by a sharp decline in the prop¬ 
erty development market. Its 
shareholders have recently 
injected up to Rp550bn but, 
bankers say. B ank Summa 
may require a further injec¬ 
tion of capital unless property 
prices pick up soon. 

Like Bank Summa, many 
private banks must come to 
terms with bad debts on their 
books. A recent report by Jar- 
dine Fleming Nnsantara, local 
subsidiary of Jardine Fleming 
merchant bank in Hong Kong, 
estimated that on average 
banks were providing just lo- 
1-5 per cent of performing 
loans for bad debt 

While the state banks are 
looking to the government and 
donors for new capital, private 
banks will be looking to the 
foreign investor. A new bank¬ 
ing decree, due to be finalised 
this month, will allow foreign 
investors to buy, for the first 
time, up to 49 per cent of a 
bank's listed shares. 

Foreigners are likely, how¬ 
ever, to be selective of the 
banks in which they invest. 
While Bank Indonesia is cer¬ 
tain to step in as a lender of 
test resort for any bank in cri¬ 
sis, a senes of mergers in the 
year ahead remains on the 
cards as the sector attempts to 
reduce overheads and accom¬ 
modate bad debt 

William Keeling 

shares In domestic private 
banks, including those listed 
on foe stock market 

• jSJLJLS to 

float shares, of which 
foreign investors may 
purdiase up to 49 per cent 

• Allow foreigners to 

«P to « per cent 
of quoted domestic private 
banks. 

• AJow state-owned banks 
to list up to 49 per cent of 
their shares. Of the listed 
shares, foreigners will be 
allowed fe> buy up tote per 
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□ ISLAM 


□ SULAWESI 


Reiil and symbolic concessions Social life centres 

Jems of intellect and profes- ■ m ■ a 

sionaliam,” says Ms Lena Mar- Of Al IHYI Tl 1C 

drCJUMU I U11 alb 


“RIGHT V. We're.- Moslems* 
declaretha Ackers on car rear 
windows in Jakarta, in a sort 
of Mamfc cbotzteipotaxt to the 
“Hank Dot Jesus* message seen 
on tee hi^way* of America. 

Two statements are com¬ 
monly made about Islam in 
south-east Asia, . The first is 
that Indonesia has the largest 
Moslem population in the 
world, with 90 per cent of its 
183m people professing the 
Islamic fai th; teesecondis 
the Islam practised in Indon¬ 
esia and Malaysia is. much 
milder than tba Middte Eastern' 
brand. : 

Both, statements are broadly 
true, bat they gloss over the 
great diversity bf Indonesian 
and Malay sian fa fan 1 . g diver¬ 
sify which encompasses radical 
as well as moderate and mysti¬ 
cal 

Only this month Mr Abdul 
Fatah Wlranagapati, a 69-year- 
old Moslem fundamentalist 
linked to a separatist move¬ 
ment .in. the northern Indone¬ 
sian province of Aceh, was sen¬ 
tence! to eight years in jail for 
attempting to set up an Inde¬ 
pendent Islamic, state. 

. Aceh’s mosques overflow 
with worshippers each Friday, 
the Moslem holy day, and 
resentment of the central gov¬ 
ernment in Jakarta has helped 
to. fuel Islamic fundamental¬ 
ism.- 

In the nearby Malaysian 
state of Kelantan. the Parti 
Islam is attempting to intro¬ 
duce Islamic criminal law in 
defiance of the central govern¬ 
ment's view tint sucha move 
is unacceptable in a multira¬ 
cial andmulttreligious society. 

On the main Indonesian 
island of - Java, Moslems 
opposed-io gambling recently 
protested against the introduc¬ 
tion of si lottery. Last month 
saw the opening of the conn- 
try’s first .Islamic bank. Bank 
Muamalat Indonesia. 

The rise of Islamic conscious¬ 
ness over the past decade 
- more and more women wear 
Islamic scarves, for exam¬ 
ple -.has prompted President 
Suharto and hte supporters to - 
emphasise the country's Mos¬ 
lem identity and to make sev¬ 
eral real and symbolic conces¬ 
sions to Moslem groups. 

President Suharto encour¬ 
aged the formation two years 
ago of the All-Indonesia Associ¬ 



IndonMia tea ate largest Moslem population In toe world: some 90 per cent of Ita 183m citizens 


ation of Moslem Intellectuals 
qCMI) to bring together loyal¬ 
ist Moslems under the leader¬ 
ship of Mr B J Habibie, the 
minister responsible for 
research and technology. 

Last year, Mr Suharto and 
his wife undertook their first 
pilgrimage to Mena, earning 
him the title "Haji* (one who 
has been on the Hal) and the 
honorary first name 
“Mohammed". He was also a 
supporter of the new Islamic 
bank. 

The complex forces of Islam 
are. evidently regarded as a 
useful counterweight to the 
military establishment and the 
extent to which the authorities 
are guilty of political opportun¬ 
ism has now become a matter 
^ of public debate. 

A mass prayer in April for 
President Suharto’s re-election 
became so controversial after 
the event - particularly when 
a number of Islamic groups 
said to have given their sup¬ 
port to the prayer denied 
involvement - that the presi¬ 
dent was forced to distance 
himself from the organisers of 
tee rally. 

“The president-'relies more 
and mare an the fahnwj c move¬ 
ment;” says Mr Abdurrahman 
Wahid, moderate leader of the 
country's largest Moslem 
organisation, the Nahdhatnl 
Ulama (NU). 


“Bat the problem now is that 
when a rift, takes place 
between the president and the 
armed forces teen those people 
who would like to formalise 
faiatp in state life try to manip¬ 
ulate the gap to make the pres¬ 
ident dependent on them. This 
is the sorry state we are now 
in... Pm concerned that this 
kind of manipulation will 
encourage ftmifamentallatg 
to come up." 

Mr Suharto is well aware of 
the dangers of the somewhat 

- Islam was brought 
to Indonesia by 

traders from Arabia 
and Persia 

rmp r pd M-twhlp hlamic card that 

he has played In the recent 
election camp ai g n. 

He deliberately emasculated 
political Islam after the over¬ 
throw of President Sukarno in 
1965, forcing all the Moslem 
parties into the new United 
Development Party (PPP) and 
framing the non-confessional 
official political philosophy of 
“Pancasila". - 

More recently, Mr Suharto’s 
“New Order" government has 
discouraged Indonesians from 
studying in countries such as 
Saudi Arabia where they might 
absorb extremist Islamic ideas. 


Students say they have been 
told that there are good Mamie 
studies courses in tee US and 
Canada as well as in tee Mid¬ 
dle East. 

“The New Order de-pollti- 
rises Islam and de-Islamises 
politics," says Mr Wahid, 
whose NU organisation is 
thought to have some 35m sup¬ 
porters. “But at the same time 
the government needs legiti¬ 
macy from Islamic groups for 
its programmes - like family 
planning for example." 

The moderate, mystical 
strain in Indonesian Islam 
remains strong. Islam was 
brought to Indonesia by trad¬ 
ers from Arabia and Persia 
from around the 14th century, 
and orthodox Moslems, known 
as “santri", are numerous on 
the coasts of Sumatra, Sulaw¬ 
esi and Kalimantan in Java, 
however, many of the poor are 
classed as “abangan", Moslems 
whose beliefs are mingled with 
pre-Islamic Javanese mysti¬ 
cism as well as Hindnigm and 
Buddhism. 

Leaders of tee Islamic Asso¬ 
ciation of University Students 
(HMD - which took over tee 
gloomy Jakarta offices of the 
banned communist party - re¬ 
ject the violent style of Iranian 
or Af ghan Islam and say they 
do not even min d about the 
lottery. 

“We want to become Mos¬ 


lems of intellect and profes¬ 
sionalism," says Ms Lena Mar¬ 
iana MuktL “We are very toler¬ 
ant. Our relations are very 
close with other religious 
groups. For example after the 
Dili incidant [when Indonesian 
troops shot dead at least 50 
pro-Independence demonstra¬ 
tors at a funeral in predomi¬ 
nantly Christian East Timor] 
we went to demonstrate in the 
street.” 

Mr Wahid reckons there is a 
core of only about 5,000 active 

Islamic f npriamentfllig tfl in the 
country, but he Is under, pres¬ 
sure from radicals within his 
own organisation to take a 
stronger stand for Islam, and 
profoundly concerned about 
Saudi-funded efforts to con¬ 
front the supposed “Christiani- 
sadon" of society, an issue he 
regards as dangerously divi¬ 
sive. • 

“I was surprised one day 
when my eight-year-old daugh¬ 
ter said she was on tee same 
bench as a Christian girl at 
school,” he said. “Eight years 
old and already faik-figy about 
thing s in religions terms! It’s 
not healthy for Indonesia... 
Ten years ago there was no 
word of ‘Christianisation’ in 
the mosques; now there’s 
plenty." . 

Mr Wahid distinguished him¬ 
self as a Moslem by defending ! 
Mr Salman Rushdie’s right to , 
free speech after Ayatollah 
Khomeini hart condemned the ' 
British writer to death for I 
alleged blasphemy fn his novel 
The Satanic Verses. 

He believes that Islam 
should be a democratising 
rather than an antidemocratic 
force anH i in the fa* of harass¬ 
ment from the authorities, be 
chairs the Forum .for Democ¬ 
racy group. 

-"I saw the hanging of Jews 
in Baghdad in 1969 - 14 of 
them." he says. “That's when I 
derided to go for democracy... 
We don’t want to divide people 
into Mnalrnns and second-class 
citizens. What happens in Iran 
now, or Saudi Arabia? Non- 
Moslems have no rights at afi. 

“As long as we’re given the 
right to explain the human 
side of Islam, then I'm con¬ 
vinced that Indonesians will 
always be moderate Moslems,” 
he says. '. 

Victor Mallet 


ON Friday morning In 
Rantepao, capital of Tana 
Toraja In Sulawesi, the mar ket 
comes to life. It is the day 
farmers bring their livestock 
to sell - buffalo, pigs and 
chickens - and the market, 
with its cacophony of farm¬ 
yard noises and sharp «nw»T|q, 
reflects the agricultural heart 
of Sulawesi. 

The farmers make ftpfr way 
from hillside homes, past thou¬ 
sands of acres of terraced 
paddy fields and small clusters 
of coffee, cocoa and clove 
trees. As an admirer of sows, I 
searched out tee pig section of 
the market; Indonesia Is the 
world's largest Moslem coun¬ 
try but the people of Tana 
Toraja are predominantly - 
Christian and have an affinity 
for pork. 

With their coats of dark, 
coarse black hair, the pigs are 
brought to market trussed up 
in twine and fixed on their 
sides to large bamboo trays, 
squealing loudly. Piglets fetch 
about Rp50,000 ($25), while 
adult pigs cost as much as 
Rp200,0Q0. 

In a small covered square at 
the centre of the market lay 
about 150 pigs, their distressed 
trotters twirling In the air. 
The largest sow needed four 
men to be carried and must 
have weighed in at more thaw 
20 stone. It brought a tear to 
the eye to imag ing that the 
Empress of Rantepao was des¬ 
tined for the platter. 

Social life in Tana TornJa 
centres around funerals which, 
while presided over by Chris¬ 
tian priests, are rooted in tra¬ 
ditional religion and have as 
their centrepiece the slaugh¬ 
tering Of pigs awit buffalo, 

Families may save up for 
months or years for the 
ftmeral, keeping the deceased 
wrapped in dote, waiting in a 
back-room. This also allows 
relatives living outside the dis- . 
trict to make their travel 
plans. The largest fhnerals 
will be witnessed by several 
hundred relatives. 

Dozens of -pigs and buffalo 
may be slaugh te r ed and poorer 
families may take years to pay 
off the debt - a buffalo can 


cost Sp5m, more than four 
Hmpt Indonesia's per 

capita income. 

Government officials now 
attend funerals to collect a tax 
on each slaughtered animal 
but funerals have become, if 
anything, more lavish. They 
are also, with tee broad sup¬ 
port of the local people, an 
important tourist attraction. 

“I was sat down by the 
gra n d m ot he r oT the deceased, 
a . 10-year-old hoy, who 
explained to me how the child 
had died of an illness, showed 
me the coffin and led me 
through the funeral cere¬ 
mony,” said one tourist. 

A sanguine view of death is 
at the heart of the region’s cul¬ 
tural identity which, despite 
recent generations leaving the 
region in the search for 


It remains to be seen 
Itow tile region will cope 
with the demands of the 
modern world 


wealth, remains strong. In 
part this is due to its past iso¬ 
lation in the once remote hills 
of Sulawesi; it was only in 
1905 that the Dutch colonisers 
subdued the area after a two- 
year war and forced ft into a 
wider world. 

By the ride of the road near 
tee village of Lempo h«igs a 
sign which reads “Baby tree 
graves, 900 metres”. Down a 
red earth track and across a 
stretch of vivid-green paddy 
field is a small copse, fa the 
trunk of a hardwood tree were 
dug three small cavities, 
closed off by rattan patch- 
work. 

Babies which die before 
teething are placed into the 
cavities; eventually the trunk 
will grow around the grave, 

embracing the child’s corpse. 

Elders from noble famines 

— Tana Toraja historically has 
a class system, now dying out 

- are buried In chambers chis¬ 
elled Into large rocks which 
scatter the landscape or fa 
chambers hr mountain cliffs. 
Outside the chambers, life-size 


wooden effigies are placed. 

It remains to be seen, how¬ 
ever, how the region will cope 
'with the demands of the mod- 
. era world. Several large hotels 
are currently being con¬ 
structed and it will have to 
come to terms with the nega¬ 
tive aspects of tourism - for¬ 
eigners wielding cameras - as 
well as the benefits of 
increased foreign exchange. 

Modern Influences are 
already noticeable in the con¬ 
struction, of new buildings. 
Tana Toraja is reknowned for 
its Tongkana homes; wood- 
panelled houses with large 
saddle-shaped bamboo roofs 
which curve sbarply up at 
each end. Raised on poles, 
they are a glamorous sight, 
with gaily-painted walls and a 
central pole bedecked with the 
horns of buffaloes. * 

The houses are an important 
symbol bf wealth but they are 

also uncomfortable, with tiny 
windows and little ventilation. 
The new monied class often 
build air conditioned bunga¬ 
lows beside the traditional 
house, or come np with an 
architectural mish-mash plac¬ 
ing the old Tongkonan struc¬ 
ture atop a new concrete resi¬ 
dence, like a cherry on a cake. 

What political demands of 
the region there might be 
- such as more local autono¬ 
my-are kept firmly beneath 
the surface by Indonesia's 
inflexible political system. 
Whereas the political cam¬ 
paign for the June 9 election 
brought millions to the streets 
in Jakarta, in Rantepao life 
seemed to drift on by. Either 
the region is solidly behind 
tiie ruling Golkar party, or 
disillusion has tamed to apa¬ 
thy. 

However, with the mountain 
water slowly tri ckling through 
the paddy fields, buffalo lazily 
submerged in streams cooling 
off after a hard day’s work and 
pigs snuffling contentedly In 
their stys, it is difficult to 
believe teat anything bat tran¬ 
quility is brewing in Tana 
Toraja. It is a region resting in 
peace. 

William Keeling 
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THE LEADING EDGE IN INDONESIA 

• Indonesia’s first foreign joint venture securities company 
• A leading stockbroker on the Jakarta Stock Exchange 
• A leading underwriter of new issues on the Jakarta Stock Exchange 
. • A leading financial adviser to Indonesian companies 


We Have The Flexibility 
T o Help Your Business Expand 
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Jardine Fleming 

The leading edge in Asia. 


HONG KONG • TOKYO • BANGKOK - SEOUL • TA1P0 • BOMBAY • MANILA - KUALA UJMPUR - JAKAH1A 
• SYDNEY • MELBOURNE • WELLINGTON . 


Indonesia offers plentiful 
opportunities for trade and 
investment To make the most of 
them, you need a bank thar can 
respond to local marine conditions. 

With offices in Indonesia 
since 1884 HongkongBank is one 
of the country’s longest 
established international banks. 

CONSOLIDATED HSBC OfiOUP ASSETS AT 31 DECt 


Our long experience and in-depth 
knowledge of this complex market 
can provide you with a compet¬ 
itive edge. 

As the principal member of 
the HSBC Group, HongkongBank 

can offer the support of the 

Group's 1.400 offices worldwide. 
Each givfog you local expertise 
from people with on-the-spot 
market knowledge. 

To fold out more, contact our 
Jakarta Office at World Trade 
Center, Jalan Jenderal Sudiiman- 

n tost EXCEED USfttOBUUON. 


KAV 29-31, Jakarta 1292a 
Indonesia, Tet 21-521 1010; our 
London office at 99 Bishopsgate. 
London EC2P 2LA, Tel: (071) 
638-2366; dr your nearest 
HongkongBank office. 

We’ll help your business 
expand. 
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HongkongBank 
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Fast decisions. Worldwide. 
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U nlike Brazil or Malaysia, Indonesia 
has kept a low profile fa interna¬ 
tional environmental politics, but 
neither Jakarta nor the outside world can 
afford to ignore the importance of the 
country's forests and seas for national eco¬ 
nomic growth and for the global environ* 
men! 

“Indonesia is probably the most impor¬ 
tant reservoir for biodiversity in Asia,” 
says Ms Marty Fuflia, director in Indon¬ 
esia for the Nature Conservancy organisa¬ 
tion of the US. “It's basically the Brazil of 
Asia." 

Indonesia, according to a draft biodivers¬ 
ity action plan for the country, makes up 
L3 per cent of the earth's land surface but 
hosts 10 per cent of its flowering plant 
species, 12 per cent of mammals. 16 per 
cent of reptiles and amphibians, 1? per 
cent of birds and more than 35 per cent of 
fish species. The human foTrahitants of the 
archipelago use an astonishing 7,000 differ¬ 
ent kinds of fish as a source of protein, the 
report says. 

Although the government has eschewed 
the confrontational tactics used by Dr 
Mahathir Moham ad, the prime minister of. 
neighbouring Malaysia, in his negotiations 
with foreign interlocutors, most Indones¬ 
ians share his view that economic develop¬ 
ment is more important than protecting 
the environment for its own sake. 

For Indonesians, therefore, the main 
question is not whether the country’s nat¬ 
ural resources should be exploited, but 
whether the exploitation is sustainable in 
the long term. 

On paper, the situation does not look too 
bad. The export of timber products is one 
of the country's largest foreign exchange 
earners and Indonesia has already set 
aside a laudable 11 per cent of Its territory 
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About 4,0001m of Java forest reserve was apparently taducM In a mining concession Jakarta market staU: Some 7,000 different Jdnds of fish m eaten in the archipelago 


for conservation areas and has outlined an 
ambitious strategy which combines exploi¬ 
tation and protection. 

Of the total land area of 133m hectares, 
144m ha are classified as forest, of which 
66m ha will be selectively logged. 48m ha 
will be preserved Intact and 90m ha is 
being removed to make way for agricul¬ 
ture, se ttle me n ts and industry. 

Population growth is under control and 
the government has recently established 
the environmental impact management 
agency (Bapedal) to enforce environmental 
regulations which are in the process of 
being strengthened. 

On the ground, however, Indonesia’s 
environmental record is patchy at best and 
its statistics questionable. Government 
agencies, even If they have the will, lack 
the money and the manpower to enforce 
the law. 

Two conflicts publicised by local pres¬ 
sure groups and reported in the Indone¬ 
sian press in the space of five days illue- 


□ ENVIRONMENT 


A patchy record 


trate the problem. The first concerned a 
government plan to convert a 35J»Gha for¬ 
est reserve in south Kalimantan into a 
timber estate, instead of attempting to 
repair the damage, on the grounds that it 
was already degraded. The second was 
about 4,000ha of forest reserve in Bogor, 
Java, which had apparently been included 
in a mining concession. 

Across the country, mangrove swamps 
have been turned into prawn farms, coral 
reefs have been dynamited and riven have 
been polluted. Jakarta Is suffering from 
the sort of traffic congestion and air pollu¬ 
tion now common to several south-east 
Asian capitals. 


The formation of the Indonesian Busi¬ 
ness Council for Sustainable Development 
is regarded by some environmentalists as 
something of an empty gesture, and the 

prompt naming of Mr Mohamad H8S8B, a 


“That he has influence I agree," Mr 
Sfo jhr ) said in an Interview. “That he dic¬ 
tates policy I do not" 

Mr Ralim points to water pollution con¬ 
trol as evidence of the government’s seri¬ 
ousness in tankiinp environmental issues. 
Under the “Prokaslir pr og ram me, the gov¬ 
ernment concentrated on industrial pollu¬ 
tion of 25 rivers in ll provinces and agreed 
on effluent targets with thousands of com¬ 


ate of President Suharto, as one of the 
group’s patrons, has only reinforced that 
view. 

Mr Kmfl Salim, State Minister of Popula¬ 
tion and Environment, believes loggers are 
in a strong position “because they are the 
number one foreign exchange earner of 
Indonesia", but be rejects the suggestion 
that businessmen such as Mr Hasan can 
bend the rules to suit them. 


After two years, 400 companies, some of 
them foreign, failed to meet the require¬ 
ments and were given a warning. Of those, 
about 50 continued to flout their agree¬ 
ments and their names were published in 
the media. Court cases against three com¬ 
panies were being prepared, Mr Sali m 
said, and the companies had asked for 
more time to comply. 

Critics dismiss the whole process on the 
grounds that it Is far too accommodating 
towards polluting industries and sets only 
minimal requirements. One Indonesian 
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SSnLSStttaletters to the praee.'saj. 
Mr Salim. “People are more con scious , 

sometimes they raise hell. 

Indonesians and foreignera ^ke ^^ 
that “sustainable development is tire 
Ldred goEdbutit will take timeto bndge 
Sr^ntetween Indonesian and foreign 

siau forests are being 
end the World Beak tM 

than 20 years and closer to the 35-year 
cutting cycle so that loggers have an 
incentive to manage the forests prudently, 

performance bonds to ensure the applica- 
tfon of sustainable forest management 

"’Sing to some environmentalists, 
Indonesia's growth rate of 6.7 per cate: m 
1991 would be a mere 25 to 3 per cent if 
the depletion of the country s natural 
resources were taken into 
even if one.accepts the vabdityrf such 
calculations, the difficulty for outsiders a 
that most Indonesians, like the Thais 
before them, would say that economic 
growth makes the depletion more than 
worthwhile. 


Victor Mallet 


Dr Radius Pratoiro, 
Co-ordinating Minister for the 
Economy, Finance, Industry 
and Development Supervision, 
talks to William Keeling and 
Victor MaUet 


□ INTERVIEW 


FT. What future economic der¬ 
egulation is planned and what 
lessons have you learnt from 
deputation to date? 

Radius: The deregulation pro¬ 
gramme for the coming weeks 
will be In the Add of trade and 
industry. It is possible that we 
will reduce our tariffs for a 
number of products. 

But deregulation is an on-go¬ 
ing process and you cannot do 
everything at once. 

FT. Will tariff reduction apply 
across the board or only to 
Asean (the Association of 
Sooth East Asian Nations)? 
Radius: We would like to be 
more competitive. Not only are 
we aiming at intra-Asean 
trade but also In general we 
have to reduce tariffs. 

Last year we lowered tariffs 
from an average 40 per emit to 
30 per cent 

FT. Could you have a further 


Lessons from deregulation 


cut of 5 per cent or 10 per cent? 
Radius: To be frank, we have 
to bargain with so many peo¬ 
ple. with so many producers, 
with so many manufacturers. 

Of course, we would like to 
go as for as possible but those 
people say “Well, I am ready 
to go right now, bnt other 
companies aren't ready yeti’. 
FT. Critics say deregulation 
has been limited, such as when 
a state monopoly is transferred 
to a private monopoly. What 
are your concerns on private 
monopolies, in particular on 
doves? 

Radius: It is being reduced 
gradually. 

FT: It still retains the sole 
right to sen doves. 

Radium Because they have 
huge stocks ami they have to 
repay the debts of the Hanha. 
So they have to sdL The gov¬ 


ernment cannot take over 
because , then who would repay 
the debts? They are responsi¬ 
ble for repaying the debts. 

FT: Are you worried by the 
growth of imports? 

Radius: Yes, we are very wor¬ 
ried by the growth of imparts. 
That's why last year when we 
had an overheated economy 
we had to cut Imports by hav¬ 
ing a tight monetary policy. 

Interest rates Inoeased, so 
finally tnutaad of having an 
S8bn current account deficit 
we had only a $4.3bn deficit 
FT: Isn’t a danger of a tight 
monetary policy that.it hurts 
companies which provide 
export revenue? 

Radios: Let me tell you, in 
1990 the export increase in 
non-oil and gas goods was 6 
per cent; when we introduced 
a tight money policy In 1991, 


exports of the non-oil and gas 
goods Increased 25 per cent 
FT: How will the new banking 
law affect tire banking sector? 
Radius: The new banking law 
will allow foreign equity par- 
tidpation up to 43 per cent In 
both state and private hanks 
and will give the state banks 
greater flexfljilty of manage¬ 
ment and operation to compete 
with private banks. 

In the case of private sector 
banks they may want to have 
a Joint venture with foreign 
hank* to i mprov e tterir man¬ 
agement and banking prac¬ 
tices. 

In the case of the state 
banks we are still studying 
what will be the most affective 
and efficient way. 

FT. How does the government 
plan to restructure the state 
banks? 


Radios; The government has 
decided to follow the same 
capital adequacy ratio (CAB) 
principles as the Bank for 
International Settlements, 
which is around 8 per cent of 
total assets. 

But it would be very diffi¬ 
cult for developing countries 
right now to Jump to that fig¬ 
ure, so we have to go step by 
step. 

However, nobody is going to 
boy shares from the state 
banks If their capital structure 
hasn’t been improved. The 
shareholder is responsible for 
that, which means tire govern¬ 
ment has to come np with 
equity funding. We have in 
our budget certain surpluses 
and these can be used for 
equity. 

FT. What Is tire strategy for 
nonferinfa g international debt? 


Ratfiim Prawlro: We would 
like to be more competitive 


Radius: It is the setting of lim¬ 
its. We try to curb foreign bor¬ 
rowing. In particular, we are 
not going to finance big pro¬ 
jects, except those within the 
ceilfag *- 

FT: Are you concerned that by 
allowing large projects to pro¬ 
ceed under foreign ownership 
the strain on the balance of 
payments wifi increase? 
Radios: It depends on the qual¬ 
ity of the borrowing. H you 
borrow short and use the 


money here for long-term fin¬ 
ancing, you get stuck. Since 
we have a more active private 
sector, this means that the 
borrowing by the private sec¬ 
tor increases. This we have to 
be careful of. 

FT: Wouldn’t you be content 
for market forces to dictate 
what banks can borrow 
abroad? 

Radius: Not this time. We still 
have to co nt ro l the borrowing. 
The appetite to borrow Is quite 
Mg. 

FT. Yet you still have to fond 
enormous infrastructural pro¬ 
jects. 

Radius: We are borrowing for 

this from donors and tbese are 

soft loans, it is really Mg, but 
it Is concessionary with an 
interest rate below 3.5 per 
cent. 

Partis befog financed by the 
World Bank, which is less con¬ 
cessionary, but the terms are 
long compared to commercial 
borrowing. 

FT. How concerned are you 
about Indonesia's reliance on 
foreign donors? 

Radius: We actually have a 


negative outflow of capital . 
with regard to borro wing fr om # 
the so-called donor countries. 

We are repaying our debts, 
around $7bn a year principal 
and interest But if we cant 
borrow from outside it will be 
very difficult for us to repay 
the debts. . 

FT If donor countries link aid 
to conditions which you regard 
as unacceptable, such as 
frn7p<m rights or a particular 
view of democracy, might you 
be unwilling to pay past debt?. 
Radius: No, no. no. Even to tire 
Dutch, we thank them for sup¬ 
porting us for 24 years, we 
thank them for chairing donor 
meetings for 24 years, and for 
their efforts to convince other 
donors to support Indonesia’s 
development programme. 

What we do not like is when t 
development assistance has j 
been used to intimidate ns. r 
This is not good. Human 
rights is a topic that can be 
discussed. 

We are a member of the UN 
human rights commission, and 
we are keen to respect human 
rights. 
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Lippobank announces 

1,100,000 

votes of confidence 


Lippobank now manages well 
over a million accounts in 
Indonesia alone. 

That's a lot of confidence. 
Confidence built on trust. On 


and exceptional management 
depth. 

Our shares are actively traded 
on the Jakarta Stock Exchange. 

Lippobank isa prime mobilizer 
of funds for investment in 
Indonesia's growth. 

Above all, the trusted pro¬ 
tection of depositors' and in¬ 
vestors' funds, not the buying and 
selling of money, has endured as 
our fundamental concern for 
more than four decades. 


proven efficiency. On products 
like our innovative domestic 


Confidence built on person¬ 
alized service through a network 
of 190 domestic branches as well 
as representative offices, subsid¬ 
iaries and affiliates throughout 
the Asia-Pacific region. 

Confidence built on the 
financial community's percep¬ 
tion of Lippobank as a house 
with a sound core deposit base, 
risk-averse orientation, consist¬ 
ently low loan-to-deposit ratios 



STABILITY... 


THAT GROWS FROM CONFIDENCE 
AND DEDICATION 


In Bali doing the best that one can is nurtured by deep conviction of the 
value of confidence and dedication. 


At Bank Bali, a major Indonesian bank with 73 branches, we cherish tbese 
values in serving your banking need. In the strong fluctuation of today's 
economy we realize your need of security. And so, is stability. 


Bank Bali’s Joint Venture Affiliates: 


PT Sanwa Indonesia Bank (Sanwa Bank, Japan) 

PT United Overseas Bank Bali (United Overseas Bank, Singapore) 
PT Bali Nippon Insurance (Nippon fire Insurance, Japan) 


LIPPOBANK 

Trusted Since 1948 


Head Office: Uppo Centre. Jl. lend. Gattt Subrato. Kav. 35/36. Jakarta 12950-1ndoneaia 
Trip. 5201100.5205666. Fax. 5201092 
Representative Offices Lo Sydney and Bangkok 

Subsidiaries and affiliates in Australia. Singapore. Thailand. Hong Kong. Tfciwan and Ca ffi b n t l t 


Head Office: 

84 - 85 Jl. Hayam Wuruk, Jakarta, Indonesia 
Phone # (062 - 21) 649-8006,649-15050; 

Facsimile # (062 - 21) 6494581,6294412,629-0565 

Domestic Branches : Jakarta, Bogor, Tartgerang, Bekasi, Surabaya, 
Tulungagung, Malang, Jember, Samarinda, Ujiuig Pandang, Bafikpaoan 
Denpasar, Gresik, Bandung, Tasikmalaya, Orebon, Cimahi Medan’ 
Bandar Lampung, Palembang, Pontianak, Pulau Batam, Semaran* Soto 
Purwokerto. 




International Branches: Cayman Island & Los Angeles, USA. 
SUMMARY OF BANK BAU FINANCIAL CONDITION 


TOTAL ASSET 
TOTAL LOANS 
PUBLIC FUNDS 
EQUITY • 


NET PROFIT 
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1,761,699 

I.OB.646 

90.739 

43.903 

35.756 

26.964 

976222 

557.J08 

523282 
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19.826 

14.951 
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2*3.WI 17,469 3.123.193 I3S73W 

1.932.996 U»7Jfi6 2JM0.T09 1.034.492 
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247.404 130313 280301 140.663 
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USS I = Rp 1.900.00 as at DecJi. 1990 
USS l = Rp 1,992330 as at Dec. 31.1991 
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referendum of 
OPvpeftlieip theSpan- 
myyi t to Kimy 

miry the foci. *ha * it 
complete roaster of 


The^-yore:. rejected. / the 

rtmup ift fa ito.Rnmpiyn f! nm- 

mmrity’s^'foanstitutfon'*, the 
Tre^ ^ Rtm^deddedr last 
December in Maastricht, and 
seal Ando’s equity and band 
na rfcjh ^o.* Mh pia .. 

’. ■ M&astricbtwas Important to 
Sp^^ zkft: because It contained 
the seeds of new sources of EC 
funds, but because it served .-. 
before being thrown into doubt 
by tlfo'Danish ■“no" vote - to 
fockS£ain more tightly into 
the Gom ma n tty and to increase 
Its . chances of becoming,. 

ec ono mi c ally, tss stable as its 

stron g er EC- partners. For 
Spain, the' framework of 
economic convergence agreed 
at Maastricht was a sort of- 
guarantee to the people that 
buy its shares, its currency 
and its industries that its 
economy had become 
predictable. 

ft is:hard to overst ate toe 
importance at predictability in 
an economystill as volatile as 
Spain's, and the reaction to the 
Danish vote, and toe prospect 
that the Maastricht treaty 
changes just might not now be 
implemented was swift and 
horrible^ While the Spanish 
authorities. bankers and bukl- 
nessmen know that the coun¬ 
try's fortunes are at the mercy 
of the markets, ordinary Span¬ 
iards: may still not appreciate 
iL . - ■ - 

Spain has big public 
- an accumulation of spend¬ 
ing overruns on central and 
regional g ov e rn ment, as well 
as institutional - which last 
year totalled *25bn. hi the first 
four-months of this year alone, 
those deficits totalled $6.5bn, a 
54. per cent increase on the 
sameperiod last year. 

To. finance them, the 
government has three main 
sources-of funds. It raises 
taxes, borrows from the central' 
bank, and sells'bonds and 
Iteastuy wna. Buttax income 
has fallen as the economy, 
responding to government 
efforts to beat InOatlcm. has 
cooled. And 'central bank 
borrowing la essentially a 
mirage, as the state haa to and 






Ptetara* Tarry km and Lydia vu dar Mur 

Fbiance minister Carlos Solchaga (ten) la a master of the political game; while prime minister Felipe Gonzalez may need to consider advancing toe election data 


Predictability is important in an economy as volatile as Spain’s, and reaction to the thought 
that the Maastricht treaty changes might not now be implemented was swift. As the Danish 
referendum clouds the investment climate and interest rates firm up, writes Peter Bruce, there 
seems little prospect of the peseta’s entering the ERM narrow band this year. 


At the mercy of the markets 


each year with a zero balance 
at the Bank of Spain. 

- Most of toe Treasury's recent 
efforts to secure stable financ¬ 
ing have concentrated on try¬ 
ing to mid its dependence on 
Letras del Tesoro, one-year 
T-bills, which were popular 
with local and foreign inves¬ 
tors when interest rates were 
even higher town they are now, 
hut placed a heavy burden on 
the Treasury every 12 months 
when the hills matured. 

For. the past two years, budd¬ 
ing an the promise of stability 
in toe EC's programme of eco¬ 
nomic and monetary union and 
toe kmgertorm confidence of 
formerly speculative investors, 
Madrid has been Increasingly 
successful in selling longer- 
dated paper. Its long hand is a 
10 -year obligation, which has 


proved especially popular with 
toe state and the markets in 
which it is traded. For the 
state, selling longer-dated bond 
at the lower interest rates that 
Emu implies, means cheaper 
financing For the markets, the 
promise of interest rates falling 
keeps the bond price buoyant 

fo all, toe Treasury has man¬ 
aged radically to shift toe bur¬ 
den of financing from short to 
mndiirm and long term in the 
past tew years. At the end of 
1989,73 per cent of outstanding 
debt of Ptal3,722bn (SlS&Sbn; 
£7 A6bn) matured in a year. By 
February this year, with out 
standing debt at Ptal6,606bn, 
one-year instruments 
accounted for just 55 per cent 
of the totaL 

When the Danes said "no” to 
Maastricht, yields rose nearly a 


full point, and prices collapsed 
as the markets charged out of 
toe long hiwid<f t | jh> a matador 
suddenly separated from his 
na p p, and showed no gj gp, at 
least in toe two weds after the 
Danish vote, of ««nfng back. 

If market sentiment contin¬ 
ues to depress this bond for a 
long time, the consequences 
for Spain could be quite seri¬ 
ous. It could force the govern¬ 
ment to begin depending again 
on short-term debt, which 
would increase its flnunrfwg 
costs just at the time when it is 
trying to demonstrate to its EC 
partners that its ambitious def¬ 
icit-slashing convergence pro¬ 
gramme for Emu Is credible. 

But even this might not have 
alarmed Spaniards until the 
finance minister, Mr Carlos 
Solchaga, mentioned that he 


was thinking of raising with¬ 
holding taxes on personal 
incomes, in an effort to boost 
the state’s coffers and drain 
liquidity out of the system. 

Mr Solchaga is a master of. 
the political game in Spain, 
and it may have been that he 
was merely trying to frighten 
his own free-spending cabinet 
colleagues (and welfare enthu¬ 
siasts in the Socialist party 
machine) into a more realistic 
understanding of what, ulti¬ 
mately, the deficits could 
Involve if they are not 
addressed. With a general elec¬ 
tion now just over a year away 
at the most, taking money out 
of the pockets of voters earlier 
than it would normally could 
be a direct threat to the gov¬ 
ernment’s chanc es of hong re¬ 
elected with a majority. 


• Of course, a cheap equity 
market and cheap public debt 
might eventually be seen as an 
investment opportunity by toe 
markets, and there are other 
ways to trim the deficits. The 
government, for all its ortho¬ 
doxy, remains ambivalent 
about privatisation, and is 
loath to do much more than 
sell off, piecemeal, stakes in 
highly profitable companies 
with rock-solid markets. It 
could also simply stop spend¬ 
ing as much as it does; but it is 
hostage to a slew of special 
interests, particularly in the 17 
autonomous regions. 

Nevertheless, Mr Solchaga 
had been able to draw a 
straight line between the Dan¬ 
ish vote and Spanish pockets. 
Anything that thrpateim the 
slow fall of Spanish interest 


rates will have an impact on 
ordinary people. One of the 
things that does so is the pros¬ 
pect of EC economic union not 
happening. 

Theoretically, one way out of 
that dflenwna may be to opt 
out of the commitment to try 
to be a founding member of 
Emu in 1997 or 1999, to take 
some of toe deflationary pres¬ 
sure off the economy and, 
without renouncing toe drive 
to lower inflation and interest 
rates, try to arrive at conver¬ 
gence at a pace the country - 
its unhappy iwinn« and its ner¬ 
vous businessmen — win d ea l 
with without having it imposed 
on them. 

But it would take another 
government to do that. Any 
turning back by the. Socialists 
would be regarded, inside and 
outside toe present adndnistra- 
tion, as a failure. 

The aftermath, of the Danish 
r eferend u m, then, is clouding 
the investment climate in 
Spain As interest rates tan op 
in secondary markets, there 
seems little prospect of the 
peseta entering the narrow 
band of the European Mone¬ 
tary System’s exchange rate 
mechanism - where it could 
fluctuate only 2J2S per cent 
against the other member cur¬ 
rencies — this year. 

That, in turn, raises some 
doubts about whether it ooold 
be done by the end erf next 
year, by which time Madrid is 
committed to narrow hand 
membership. Many pffnnnmictc 
believe that, with existing cur¬ 
rency parities in the ERM, 
Spanish interest rates would 
need to foil from an official 12.4 
per cent to around 10j65 per 
cent in order to be able to 
remain, without support, 
within a £2& per cent band. 

The problem Madrid faces is 
time. None of its difficulties is 
insurmountable. The govern¬ 
ment and the Bank of S pain 
will no doubt do their utmost 
to prevent rates rising as a 
result of the current uncer¬ 
tainty, and may well succeed 
in holding the ring. But market 
nervousness could delay prog¬ 
ress in lowering interest rates. 

If this situation continues, 
the prime minister Mr Felipe 
Gonzalez, may begin to think 

flhmit railing an plprHnm hCtfolB 

his dawdling in October next 


■ Mutual funds: tax 
changes prove a spur to 
long-term savers. 

■ Deri v a t iv es: Madrid and 
Barcelona compromise. 

■ The ‘no* factor: how 
Denmark's referendum 
woke up the hedgers. 
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■ Banking: the big five 
quietly do their own thing. 
■The central bank: Mr 
Rubio fights on two fronts. 
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■ The Moek market: no 
gold from the Maastricht 
rainbow. 

■ Rating agendas: 

companies get to grips 
with risk. 

■ Brokers: commissions 
are reduced aa foe cake . 
gets smaller. 
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year. Any very tough action to 
cool inflation further and to 
force interest rates down may, 
of necessity, be extremely 
unpopular and dffflrnlt to 
implement before an election. 

But this year’s political 
schedule is already very full, 
and Mr Gonzalez’s Instin cts 
would be to play out his full 
third term. A budget has to be 
presented by October, when 
the trade unions are also 
threatening to hold their sec¬ 
ond general strike of the year, 
in protest at cuts in unemploy¬ 
ment pay. 

Moving soon after October 
would mean a winter election, 
when the country's mood is 
traditionally grey. Spring 1993 
Is possible, but by then much 
will depend on whether the 
unions have been aide to mobi¬ 
lise support against the gov¬ 
ernment’s benefit cuts. 

If Mr Solchaga does, in fact, 
raise retained taxes, winning 
that public support might not 
be so difficult, and Mr Gonz¬ 
alez will then be faring an 
extremely tight schedule for 
entry into the narrow band of 
the ERM as the second phase 
of economic and monetary 
union is triggered on January 
1,1991 


In Investment Banking, your doorway to Spain 
and your bridge to Latin America. 
Santander Merchant Holding 
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European Finance and Investment: Spain 2 


Tom Burns examines the spectacular growth of mutual funds 


Tax changes prove to be a 
spur to long-term savers 
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REPSOL, SPAIN’S state 
controlled oil, gas and chemi¬ 
cal conglomerate, placed three- 
year convertible bonds worth 
PtaSObn (£435m) with small 
domestic Investors last month, 
despite the fact that it had 
scarcely bothered to advertise 
the Issue. 

Originally the issue was to 
have been Pta25bn, but such 
was the demand for Repsol 
paper that the conglomerate 
successively raised its volume 
to PtaSObn and to PtaSObn. 

What Repsol did was to con¬ 
centrate Its energies on fond 
managers. The conglomerate, 
using the considerable muscle 
that it exercises in the domes¬ 
tic corporate scene, wrote into 
its contract wfth the managers 
of the issue that those who 
actually sold the bonds were 
entitled to a handsome 2.75 per 
cent commission. 

Repsol had placed a limit of 
a Pta8m investment, which 
allowed individuals to buy a 
maxim um 800 bonds priced at 
PtalQ.OOO. Fund managers, 
stimulated by the commission, 
accordingly bought major 
blocks of bonds and energeti¬ 
cally started spreading them 
around their clients. Perhaps 
as many as 300,000 small inves¬ 
tors have ended up owning the 
conglomerate’s bonds. 

“Repsol issue went great 
guns, but it has the fimdos to 
thank for its success,” says Mr 
Francesc Guardans, chief exec¬ 
utive of Socidte Generate de 
Valores, the French financial 
group's Spanish stockbroking 
arm. 

Repsol had indeed success¬ 
fully identified the potential of 
a key development in Spain's 
financial markets. In its 
annual report the CNMV, the 
Madrid-based stock market 
commission, noted that 1991 
had marked the “authentic 
launch of collective investment 
in Spain”. 

Between 1990 and 1991, the 
number of mutual hind institu¬ 
tions increased from 550 to 662, 
the total number of their par¬ 
ticipants doubled from 570,000 
to l.lm, and the volume of 
their assets held by the institu¬ 
tions quadrupled from 



The growth of mutual funds 


seeks, by way of an 8 per cent 
discount, to have almost all the 


Number of 

Assets Participants 

new bond holders converting 


institutions 

(Piam) 

(000s) 

their paper to shares at the 

1985 

231 

308.588 

286.2 

. in September. 

1988 

403 

1.057,378 

561.2 

Mr Juan Vilanova, deputy 

1990 

550 

1.502,513 

570.0 

director of BBV Interactivos, 

1991 

682 

4,244,458 

1,145.1 

believes that domestic fund 
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Mutual fund leaders 


Volume 

Market 


(Ptabn) 

share 

Bank 

31/3/92 

% 

Gp Santander 

699 

13.09 

Grupo BBV 

673 

12.71 

La Caixa 

485 

9.10 

Banklnter 

331 

628 

Argentina 

286 

5.31 

Caja Madrid 

233 

4.36 

BCH 

223 

4.17 

Banesto 

180 

3.41 

Souncae ‘Expansion' 


PtaL502bn to PtaL244bn. 

The spectacular increase was 
the result of a substantial 
change in the fiscal treatment 
of mutual funds that was 
aimed at encouraging 
long-term saving, which struck 
a immediate and deep chord in 
the public. 

In a major publicity cam¬ 
paign, Banco Santander and 
Banco Bilbao Vizcaya, BBV, 
artfully sold the fimdos that 
they had created In the wake 
of the legislation as virtual tax 
havens. Between them, San¬ 
tander and BBV have captured 
some 26 per cent of the total 
funds Under martflppmpnfr 

In 1990 the total assets of 
mutual funds in Spain repre¬ 
sented 3 per cent ot GDP, 
whereas In France the volume 
of such assets is the equivalent 
of 22 per cent of the GDP, and 
in the UK it is 8.4 per cent By 
the end of 1991, Spain’s mutual 
funds represented 7.75 per cent 
of the GDP, a higher propor¬ 
tion than in Germany, Italy 
and Bel gium. 

The CNMV asserted in its 
report that the funds will con¬ 
tinue to increase in both par¬ 
ticipants and assets in the 


future, “although the rhythm 
of growth could be a more 
moderate”. ' 

Madrid brokers Maxwell and 
Espinosa believe the growth 
win be sustained, and estimate 
that the total of assets by the 
end of this year may virtually 
double to between Pta7.000 and 
Pta&OGQ. 

The thinking at the CNMV, 
and among the Spanish brok¬ 
ing community, is that the 
equities market will in time be 
a clear beneficiary of the major 
build up of the funds. At pres¬ 
ent, this is not the case, for 
less than 5 per cent of the 
funds under Tnanngwmpnt. are 
invested in the stock market. 

What the analysts note, how¬ 
ever. is that the funds are con¬ 
tinuing to grow at a time when 
the government Is lowering its 
borrowing requirements. Gov¬ 
ernment borrowing increased 
by Ptal.700bn in the last six 
months of last year, but the 
net increase of total borrowing 
this year is unlikely to be more 
than Ptal.200. 

Maxwell and Espinosa report 
that, at the hai ght of the gov¬ 
ernment's iiamanil far o ach bup t 
year, domestic fund managers 
were already left short of fixed- 
income paper, and that the gilt 
yields in . secondary markets 
were being constantly bid 
down. This situation is likely 
to become more acute this 
year, doe to the government’s 
reduced requirements, and 
fond managers are therefore 
going to be forced into diversi¬ 
fying: 

What the markets are obvi¬ 
ously hoping for is that fund 
managers will begin to look at 
high-yield equities. In thin 
respect, Repsol’s convertible 
bonds are a timely taster for 
such an event, for the issue 


managers will gain an increas¬ 
ing awareness of the stockmar- 
ket and begin shifting part of 
their assets towards tt 
In a New York or In a Lon¬ 
don, some 40 per cent of a 
mutual fund is invested in 
equities. Nobody realistically 
expects such a ratio in Spain; 
but nor does anyone believe 
that the present mere 5 per 
rfrnt of domestic funds that is 
invested in the boisa will con¬ 
tinue to be the norm. 
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Have you heard? A change In the fiscal treatment of mutual funds struck an Immediate chord with the public 



Derivatives: the tale of two cities has ended in a compromise 


Divided Meffsa looks both ways 


AFTER A squabble that pitted 
Madrid against Barcelona and 
which dragged on for more 
than two years, Spain finally 
got its future and options 
markets act together last 
December. 

Both cities had tried to be all 
things to all men, competed 
against other ended 
up delivering nothing very 
much to anybody. 

In December’s compromise, 
Madrid and Barcelona jointly 
backed an overseeing bolding 
company called Meffsa (the 
Mercado de Futuros 
Financieros SA), which is 
based in Barcelona, and each 
obtained that part of the action 
which was most suited to it 

The need to sort out the 
rivalry was made aQ the more 
pressing by the fact that 
everything else was more or 
less in place to aid the rapid 
expansion of derivatives in 
Spain. The domestic fmanranl 
markets had been fully 
liberalised, thus accelerating 
the already strong inflow of 
foreign investment, and 
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domestic mutual funds were 
growing at a spectacular pace. 

Meffsa was effectively 
segmented into Meffsa Renta 
Variable (RV), which deals 
with equities and is located in 
Madrid; and Meffsa Renta Fija 
(RF), which is headquartered 
in Barcelona and deals with 
fixed-interest security and 
currency contracts. 

The sensible compromise 
recognised Madrid’s dominant 
role in the Spanish 
stockmarkets. The home of 
On-line tr ading , Madrid ’s Boisa 
, towers over Its sister markets 
In Barcelona, Bilbao and 
Valencia, and accounts for 
more than 80 per cent of the 
Spanish stockmarket business. 

In locating security futures 
in Barcelona, the compromise 
was also an appropriate nod to 
this city’s Inventiveness and to 
Its determined ambition to 


e stablish a niche for ifawif in 
Spain’s financial sector. The 
purposeful software 
investment undertaken by 
Barcelona’s Meffsa RF has 
drawn plaudits from clients 
and could earn it high 
additional returns. 

One of the more striking 


The need to sort out the 
rivalry was pressing, 
because everything else 
was in place for the 
expansion of derivatives 


The ‘no’ factor 


An ill wind wakes 
up the hedgers 


ALL FUTURES and options 
markets thrive on financial 
chaos, and the Barcelona- 
based Mercado de Futures Ftn- 
ancieros SA (Meffsa) put on a 
lot of weight when Denmark’s 
“no” to Maastricht, an Jane 2, 
painted the Spanish bond mar¬ 
ket as distinctly bearish. 

Until that referendum, Meff- 
sa’s record number of daily 
contracts on notional three- 
asd 10-year bonds, priced at 
PtalQm (£54,000), had been set 
on December 19 last year and 
had totalled 17,000. On June 3, 
43,770 fixed-income contracts 
were traded. 

Fearing that economic and 
monetary union (Emn) within 
the European Community was 
in doubt, as a result of the 
Danish “no”, Investors had 
taken a particularly jaundiced 
look at their Spanish bonds. 

Spain became even less five 
flavour of the month when the 
subsequent French decision 
also to stage a Maastricht ref¬ 
erendum fuelled the doubts of 
the Emusceptlcs. 

The Investors had, after all, 
entered the domestic bond 
market because of the 
stHalled Maastricht factor - a 
I codeword for a belief that 
Spanish interest rates would 
fall as the Spanish economy 
1 converged with those of north¬ 
ern Europe, in order to meet 
the Emu criteria agreed at the 
EC’s Maastricht summit last 
December. 

If, in the thinking of inves¬ 
tors, Maastricht was being 
questioned, then Spanish con¬ 
vergence was likewise in 
doubt and Spain was quite def¬ 
initely off the menu. 

The average yield on Span¬ 
ish government paper had 
stood at 10.89 on June 2, and it 
shot up to 11.06 the following 
day. By June 9, it stood at 
11.48. The price of the 10-year 
bonds, the favourite target of 
foreign investors, dropped by 
more than three points In just 
four days, falling from 96.55 
per cent to 93-25 per cent. 

On June 3, Meffsa’s record- 
breaking contract day, the 
marketmakers’ limit of a 200 
basis points spread was 
already stretched to snapping 
point, when Wall Street 
opened at 2 ^J 0 pm focal Barce¬ 
lona time and began to drag 
bond prices down farther. 

At 2.45 pm, 15 minutes 
before the 3 pm cat-off time 
when the Barcelona futures 
market shnts down its com¬ 
puter terminals, Meffsa 
obtained authorisation from 
the Bank of Stain, the mone¬ 
tary regulators, to widen its 
spread to 230 points. 

Meffsa was thus very much in 


its element, doing exactly what 
it is supposed to do, as It 
matched investors in a hurry to 
sell their bonds with specula¬ 
tors who believed flat prices 
had toadied bottom and were 
willing to gamble on a position. 

The reckoning came later as 
the Barcelona futures market 
spread the “I told you so" 
word. Meffsa Is still in its 
infancy, for it was created In 
March 1990 and relaunched In 
December last year as a hold¬ 
ing company that based fixed- 
income and currency futures 
and options in Barcelona and 
located futures and options 
contracts on stock indexes in 
Madrid. 

The word was that Mefba’s 
business of selling notional , 
bonds - it trades in the Sfrday i 
Madrid interbank offered rate 
(Mibor 90) and in five-year 
bonds, as well as in. three- and 
10-year paper - was the sort 
of business treasurers, and 
fund managers, should have 
built into their day-to-day rou¬ 
tine of corporate husbandry. 

“We had spent a long time 
telling all these people that 
they bad to hedge against 
interest rates going up,” says 
Mr Pablo Larraga, Meffsa’s 
manager. In theory, it is all 
die easier to drive home the 
message now that the horse 
has bolted because the stable 
door was left open. 

Mefisa's moral, as It is that 
of every futures market In 
fixed income, is that the 
notional bonds, thanks to the 
marketmakers, trade in far 
narrower spreads than on the 
open market; at crisis times, 
as oocured earlier this month, 
it is far cheaper for buyers and 
sellers alike to use the services 
provided by the Meffsa’s of the 
financial world. 

The moral is hard to sell 
wben the markets, cosily 
ensconced In convergence 
plans, are stable. Bnt when 
“no’s” to Maastricht blow big 
holes through such plans, and 
the markets, especially sensi¬ 
tive ones such as Spain’s, 
become hyper-volatile, then 
there should be willing listen¬ 
ers to the tale that Meffsa has 
to telL 

The post-Danish referendum 
“black week” for the Spanish 
bond market was a distinctly 
upbeat one fin: Meffsa. In time, 
it may come to be looked upon 
as the true foundation date of 
the domestic futures and 
options market, as the week 
that woke up hesitant hedgers 
among the corporate commu¬ 
nity and jolted them Into Into 
acquiring new treasury skills. 


Tom Burns 


markets in Argentina, 
Malaysia, - Norway and 
Portugal 

Barcelona's star product is 
its • 10 -year notional 
government bond, which was 
launched in March. Meffsa RF 
has flopped, however, in its 
attempt to develop currency 
contracts in pesetas/doUar and 
pesetas/Deutsche Mark. The 
varying fortunes illustrate the 
start up difficulties. 

The fixed-interest business, 
which ha6 drawn in 14 
marketmakers so for, has a lot 
of room for growth, for only 
some 10 percent of the existing 
mutual funds have accounts 
open at Meffsa RF. 

This low proportion reflects, 
in part. a current 
administrative limbo, as the 
Barcelona market and the fond 
managers await full 
clarification from the market 
regulator, the CNMV. on 
norms, over hedging. As soon 
as this hurdle is crossed. 
Meffsa RF rightly believes that 
every fund manager who 
wants to be considered a 
professional will have to 
maintain open a futures 
account. 

Liquidity has, however, 
demonstrably failed to 
materialise In the currency 
futures market, which 
presently accounts for as little 
as 1 per cent of Meffsa RF 
turnover. There are just three 
marketmakers dealing in 
currency futures, and they 
offer no competition to the 
existing over the counter 
(OTC) swaps favoured by the 
big clearing banks. 

Meffsa RV, in Madrid, began 
offering contracts in January 
on Ibex 35, the Spanish stock 
market index which lists the 35 
biggest quoted companies. In 
September, it hopes to offer 


aspects of the Barcelona 
operation is that it has a 
16 -strong team allocated to its 
systems, 12 of whose members 
work fiiliiime to develop the 
software. Meffsa RF is 
negotiating the sale of its 
systems to potential futures 


contracts on individual stocks, 
some of which, such as the 
telecommunications giant 
Telefonica, the energy group 
Repsol and the utilities Endesa 
and Iberdrola, are well known 
to foreign investors. 

The inevitable problem that 
Meffsa RV faces is that it is too 
narrow. This is not surprising, 
for it mirrors the e x isti n g 
reality of the Spanish equities 
market. It is a difficulty that is 
nevertheless exacerbated by a 
widely shared view that 
Spanish managers have still a 
lot to learn about hedging. 

“The market is already 
narrow, but the lack of skills 
among certain corporate 
treasures is making it even 
narrower,” says Mr Ian Triay, 
of Lloyds Bank's corporate 
division in Madrid. 

. Mr Michael Hyman, 
investment director of GH 
Asset Management in London, 
criticises a “reluctance" that 
he perceives among Meffsa’s 
marketmakers to live ap to 
their , title. He faults them for 
falling to establish two-way 
prices, to match buyers and 
sellers and. in the final 
analysis, to make markets. 

“When people come here 
with their presentations. I tell 
them: ‘You don’t have 
convince me to invest in Spain, 
because that’s exactly what 1 
want to do’.” says Mr Hyman. 
“I end up telling them to make 
things more efficient and to 
create a market that will allow 
in people like me." 

In their defence, Meffsa 
executives say that these are 
still early days in what 
remains a fledgling market. 
They have done the hard part, 
which is to put the show on 
the road. 


Tom Burns 
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t ■ W AS supposed to be a 

*» ^ bank in 

^ spam. Mr Luis Vaig, tie enig¬ 
matic co-president of the 
worlds most profitable bank, 
Banco Popular, mused late last 
year that 1992 would be a “sab- 
batica! year” for Spanish banks 
5 s Uie economy slows and bad 
debts mount up. 

But. in relative terms at 
least the 500th anniversary oT 
the creation of a unified Spain 
is not turning out that badly 
far most of the big five private- 
sector banks - Banco Central 
Hispanoamericano, Banco Bil¬ 
bao Vizcaya, Banco Santander, 
Banco Popular and Banesto. 
The mood at the big new state- 
owned conglomeration of pub- 
1 lie sector banks, Argentaria, 
which includes Banco Exterior, 
is positively buoyant. 


Mergers and the rush to create new products are changing the face of banking, says' Peter Bruce 

The big five quietly do their own thing 


The problem with making 
predictions about the big Span¬ 
ish banks is that they are no 
longer a colourless mass. The 
mergers of the past four years 
(Bilbao and Vizcaya, to form 
BBV; Central and Hispano, to 
form BCH). the inexorable 
shrink in g of mar gins in their 
traditional retail business and 
the rush to create new prod¬ 
ucts and services Is changing 
the face of Spanish banking. 

The big banks are going 
their separate ways, each qui¬ 
etly becoming identifiable for 



Mariano Rubio: decent and honourable, but aloof 

Peter Bruce offers a personal 
view of the central bank crisis 

Mr Rubio fights 
on two fronts 


IN A few weeks, the Madrid 
government will make one of 
most important economic pol¬ 
icy decisions of the year and 
appoint a new governor to the 
Bank of Spain. 

Six months ago, it seemed a 
fair bet that the present gover¬ 
nor. Mr Mariano Rubio, would 
be renominated, but his 
chances of a third term have 
been overtaken by a ferocious 
financial ««»mfal. 

Briefly, Mr Rubio's modest 
portfolio - $120,000 - was 
managed by his friend and bro¬ 
ker for 25 years. Mr Manuel de 
la Concha, a former chairman 
of the Madrid stock exchange. 
The money was not to not be 
invested In any bank. 

In tbe late 1980s, Mr De la 
Concha applied for a hnnlrtng 
licence and. as be met the capi¬ 
tal requirements, was given 
one. Be formed Ibercorp, a 
small financial services bou¬ 
tique - a bank, a stockbroker, 
and a series of small portfolio 
companies. It was in one of 
these. Sistemas Finanderos, 
that he invested Mr Rubio's 
money. 

In the spring of 1990, Siste¬ 
mas Finanderos accumulated 
vast amounts of its own stock, 
triggering an investigation by 
the stock market commission. 
Soon after the repurchases, the 
price of Sistemas Floancieros 
stock collapsed, leaving a vast 
bulk of shareholders to take 
bad losses. But Mr Rubio had 
been bought out in the spring, 
and bad been spared financial 
ruin. 

Earlier this year a Spanish 
newspaper reported the stock 
acummlatlons. and accused Mr 
De la Concha of deliberately 
favouring the governor. Worse, 
a list of Sistemas Finanderos 
shareholders whose stock bad 
been bought back by the com¬ 
pany was sent to the stock 
market commission without Mr 
Rubio's name on it The names 
of other well-known Spanish 
personalities had also been 
altered. 

Few of the Sistemas Finand¬ 
eros shareholders seemed to 
have been aware of precisely 
what Mr De la Concha -was 
doing with their money or 
their names. But the accusa¬ 
tions unsettled the governor, 
and a few weeks after the scan¬ 
dal broke be appeared before 
parliament to report on the 
matter and made his first mis¬ 
take. 

Bank of Spain investigators 
had recently completed an 
audit of the Ibercorp group, 
and concluded that It was a 
highly speculative operation, 
dedicated to supporting the 
price of its own stock, and 
whose net worth was rapidly 
crumbling. Bnt Mr Rubio, fee¬ 
ing members of parliament, 
told them the group's bank was 
-In perfect condition'*. 

Mariano Rubio Is a decent, 
honourable man. Be offered Ids 
resignation soon after the scan¬ 
dal broke. But he is also quite 
arrogant, or perhaps aloof - 
traits not uncommon In central 
bankers. He would not have 
appreciated being asked ques¬ 
tions by a motiy collection of 
tfPs. many of whom clearly did 
not really know what to ask 
him and were using newspa¬ 
pers as source material. 

He did not tie to parliament. 
The Ibercorp bank's net worth, 
at the time of bis testimony, 
was positive. But it was foiling, 
and he did not tell them that 
Neither, strictly speaking, did 


he have to. 

But by then (late February) 
the Ibercorp scandal was out of 
control, and the Bank of Spain 
report leaked. It also emerged 
that Hr Rubio’s sister was a 
shareholder in Sistemas Finan- 
deros. That was no crime, and 
he might even have Introduced 
her to it or to his broker. The 
world is full of bad investors. 

At a second parliamentary 
hearing in June, though, Mr 
Rubio appeared to compound 
his initial economies with the 
truth by lefarfng to allow par¬ 
liament to inspect the Bank’s 
audit of Ibercorp. 

But the effect was that the 
central bank governor had told 
the nation that a bank was in 
perfect condition when it quite 
dearly was not. Would hie be 
believed the next time? There 
was no getting out of the trap 
he was in. 

Mr Rubio was fighting two 
battles: one personal, the other 
for the autonomy of the Bank 
of Spain. Under the roles gov¬ 
erning the European Communi¬ 
ty's drive to economic and 
monetary union, governments 
are required to make their cen¬ 
tral banks independent That 
would free them from political 
Interference, especially the 
manipulation of interest rates 
to prop np economic policies. 

In Spain, the central bank 
remains a prisoner of govern¬ 
ment whim. Not even a draft 
statute of autonomy has been 
drawn up, but Mr Rubio's pre¬ 
dicament has hi g hli g hted the 
dile mma in nuk in g a central 
bank independent: how does a 
statute accommodate both the 
Bank’s monetary policy role 
and its role as regulator of the 
banking industry? 

Politicians may be less 
resigned to losing control of 
monetary policy, but they will 
be loath now to entertain a law 
which puts the banking regula¬ 
tor beyond public scrutiny. But 
it would be dangerous to allow 
political access to an corners of 
the industry. Secrets die young 
In Spain. 

Ibercorp may temporarily 
weaken the Bank of Spain's 
case for autonomy in regula¬ 
tion, but the tragedy of the 
scandal is that Mr Rubio's 
efforts to strengthen the Span¬ 
ish banking system, to liberal¬ 
ise it and make it transparent, 
may now be unrecognised and 
unappreciated. At a time of 
great change, only two tiny 
banks, including Ibercorp, 
faded under his stewardship. 

Ibercorp is not a corruption 
scandal. It is the story of a 
rotten, badly run little finan¬ 
cial empire that let its clients 
down. Mr Rubio was one of 
them. 

There is a lot of speculation 
now about a successor, but 
only one man stands out - Mr 
Rubio's deputy. Hr Luis Angel 
Rojo. The "professor", as he is 
called by former economics stu¬ 
dents and by alumni of the 
Bank's impressive research 
department, Mr Rojo is a 
no-nonsense, technically bril¬ 
liant central h anke r. 

He would guard the B ank 
from politicians; and any other 
appointment by the govern¬ 
ment would smack of political 
intrigue and an attempt to 
have a “flexible'’ man at the 
top of an independent Institu¬ 
tion. Ibercorp has not done 
much damage to the Bank of 
Spain, and certainly nothing 
that Mr Rojo’s appointment 
would not beat in an instant 


what it Is doing that is differ¬ 
ent. rather than, as in the past, 
for how they are managing to 
shadow each other. 

■Banco Santander is reinforc¬ 
ing its position as the coun¬ 
try’s most aggressive bank. In 
1989, It was first to offer inter¬ 
est on current accounts, ignit¬ 
ing a fierce battle fin: new cus¬ 
tomers that drained the 
resources of most of its large 
rivals. 

Last year it was slower off 
the mark than the BBV to 
launch mutual funds but 
quickly became the market 
leader. It has scorned mergers 
with local banks to concentrate 
on buying abroad, ft has 10 per 
cent of Royal Bank of Scotland, 
and has also bought 13 per cent 
(with an option on another 13 
per cent) of First Fidelity in 
the US. The bank is accumulat¬ 
ing large cash positions. First 
quarter 1992 pre-tax profits of 
Pta28Jbn (£155m) were up 19.2 
per cent 

■ Bilbao Vizcaya is over the 
worst of its 1S68 merger. Staff 
and branches have been deeply 
cut, and a further 3,000 jobs are 
to be lost The bank has expan¬ 
ded its interests in profitable 
foods and electricity distribu¬ 
tion markets, and is entering 
communications. 

GEC Capital is a new share¬ 
holder, through which BBV 


Market share of major banking groups (%) 

(excluding post office and official credit institutions) 
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1980 = 100 

BANK BRANCHES 
Private banks 

54.8 

50.3 

50.5 

92 

Foreign/foreign-owned* 

0.3 

2.0 

3.7 

1,371. 

Savings banks 

34.2 

35.0 

40.8 
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Co-Operatives 

11.0 

10.9 

8.7 

79 

TOTAL ASSETS 

Private banks 

70.8 

67.0 
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88 

Foreign/foreign-owned* 

negl 

8.2 

10.1 
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Savings banks 

25.0 
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36.3 
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Co-operatives 
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3.1 
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Private banks 

75.8 
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Savings banks 

21.2 
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Private banks 

66.0 
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82 

Foreign/foreign-owned* 
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3.7 

5.9 

n/m 

Savings banks 

28.7 

36.0 

42.6 
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Co-operatives 

4.2 

4.6 

3.6 
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plans to branch out into the 
private credit card business in 
which GEC Capital is a world 
leader. 

It is also establishing a large 
presence off the US market in 
Puerto Rico. It is shedding 
peripheral banking units and 
may this year be hit by a drop 


in extraordinary profits. Exclu¬ 
ding these gains, group pre-tax 
profits rose ll per cent in the 
first quarter to Pta25.9bn. 

■ Central Hispano, merged last 
year, still fa ce s a dannUng task 
in trimming duplicated 
branches and staff. The bank 
has also been bom with a huge 


industrial empire vulnerable to 
industrial business cycles but 
also capable of generating 
occasional huge profits. 

Its industrial strategy 
remains, however, unclear 
while management of the two 
merged banks get accustomed 
to each other. First quarter 
1992 pre-tax profits were up 4.5 
per cent at Pta2&7biL 
■ Banco Popular sails , along 
doing what it always tow 
making lots of money, ft is not 
tempted by industry: nor by 
mergers, and concentrates oa. 
retail and niche services 1 . It 
processes, for instance, all 
Spanish air ticket transactions. ■ 
Pre-tax profit in foe first quar¬ 
ter was up - 9 per cent at 
Pta2l5bn on a third of BCffs 


■Banesto is -bang tortured by 
its large Industrial group, 
where profits' fell 48 per cent 
last year: The banking group, 
thoug h ; ma y be beginning , to' 
reap - the rewards of huge 
investments in computerisa¬ 
tion, though the biggest boost 
to proto last year came via its 
new Portuguese acquisition. 
BancoTdtta. : .. 

Financial group flist quarter 
pretax income rose just under 
Tper cent to Ptal7J2bn after a 
54-per cent rise in provisions 
and write offs. . 

■Banco Exterior has absorbed' 
the state’s industrial .credit 
bank BCL and, itself been 
pooled .with the. rest of the 
state’s financial institutions 


. ; rcwdpr £ new JlQldtog COtUpSH?. 

Argentaria. 

j__Th& Government is t hinkin g 
of privatising more of Exterior 
* fit-now owns $9 per cent <rf the- 

• -bank): or part of Argentaria. 
Exterior is still shedding some 
of the deadweight it inherited 
with BCI, but reported first 

:• quarter _ pre-tax profits of 
PtalL4bn, up 18B per cent 
•. Although it is possible now 
to .toll the big banks apart. 
"they-.stQI suffer a number of. 
common com pl a ints and enjoy 
'some - similar advantages. 
Despite efforts to break into 
fee-earning services, retail 
business still accounts for 

• : around 90 per cent of banking 
- profits in Spain. And the banks 

vwith targe industrial holdi n g s 
■ still fend to force these compa¬ 
nies.to do their banking busi¬ 
ness .through the owning bank, 
rather than allow finance 
directors to seek more competi- 
-tfve arrangements. 

The high lending margins 
. enjoyed by Spanish banks 
mean, though, that they are 
well cushioned as they try to 
diversify their banking busi¬ 
ness and, as many analysts 
still insist- wait for one last big 
.-bank merger in Spain: 

Banesto-would probably be 
part of such a venture, but it is 
hard to see how the other two 
“single banks", Popular and 
Santander, could buy it or 
merge with it without damag¬ 
ing their profitability. 

One other possibility is that 
a mqjor foreign bank could buy 
all Or pari of Banesto, but for¬ 
eigners are much more wary 
now of the Spanish market 



■ Eight million clients. 

■ Half a million stockholders. 
■Thirty thousand employees. 

■ Around 20% of all bank deposits 
and bank lending in Spain. 

■ Consolidated assets of US$95.8 bn. 
and equity of over US$6 bn. 

■This is Central Hispano, 

Spain's biggest bank. 

■A force in Europe and the world, with 
a presence in more than 25 countries. 

■ How can Central Hispano 

help you? 



Central Hispano 
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There are some accon^lishrnents in a cxsinpany’s life that stand out more than 
others. At Rank Xerox, our involvement with the creation of Expo *92 is surety 
one of them. 


support for upwards of a thousand copiers, faxes, printers, scanners, workstations 
and publishing systems. We also designed the largest local area network in Europe 
(18 kilometres long, actually), to link people and pavilions. 


The dream of Expo *92 was inspiring: to celebrate 500 years of human discovery 
and innovation by bringing over 100 countries together But the dream was also 
daunting: it meant creating from scratch a multi-lingual organisation of thousands 
of people. 


Through it all, we never forgot that at the heart of a project this large was nothing 
larger than a single document. Because in the end, it was each memo, design, 
proposal, report, press release, contract-yon name it-that carried forward the 
ideas that would turn Expo ’92 from a dream into a reality. 


Their job was to orchestrate the “business” of the second largest construction site 
on European soil; to plan and negotiate 55,000 events and performances; to ^ 
anticipate the needs of an estimated 18^X30,000 visitors to Sevilla. And all with 
an unmovable deadline 


To learn more about all the ways we can help turn your business dreams into 
productive realities, give us a call. 

Or better yet, come see us at our pavilion in Sevilla. 


lb get the job done meant getting diverse people to work together and share ideas 
in the most productive ways possible. And to the people who had to put together 
Expo ’92, that meant Rank Xerox. 


From the first day. Rank Xerox, was there; putting together people, training and 


Rank Xerox 

The Document Company 
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The Madrid stock market is in the doldrums as foreigners withdraw, reports Tom Burns 

No gold from the Maastricht rainbow 


THREE YEARS ago,- Madrid’s 
balsa, after a long period as 
flavour of the month, posted an 
historic high of 825 general 
index points. Since the sum¬ 
mer of 1389, a rotten smell of 
sorts has emanated from the 
dominant domestic stock mar¬ 
ket, as veil as from Madrid’s 
puny -glister , hobos in Barce¬ 
lona, Rflfam and Valencia. 

Madrid hovered close to 290 
in the second quarter of last 
w year, but it has still not recov- 
ered its pre-Kuwait invasion 
1 index of close to 300. Currently 
it appears to be holding firm 
on a 245-250 support level gftm- 
reaching a 2665 points high 
this year on February 28. 

Statistics of bolsa bearish¬ 
ness abound. It is news now if 
daily trading volume rises 
above PtalObn (£54.3m), 
whereas in January Pta2Qbn 
was the norm. Last year’s 
annual trading volume of 
Pta3.G93bn was Similar to the 
1987 figure, and the Madrid 
market's capitalisation of 
Ptal3.457bn narrowed last year 
to an estimated PtalSDOObn. 

One revealing statistic illus¬ 
trates how the foreigners have 
beaten a retreat. During the 
bolsa 's heyday in 1988-89, a 
period when it was regularly 
written up as one of the best 


. global performers. non-Spanish 
transactions accounted for 
some 28 per cent of the Madrid 
market's transactions. Cur¬ 
rently, such funds are reck¬ 
oned to represent between 15 
and 20 per cent of the total 

When it was the repeated fla¬ 
vour of the month, Madrid’s 
weighting was around 8 per 
cent in the European stock 
market ranking, standing 
fourth behind London, Frank¬ 
furt and Paris. Now, some fund 
managers have trimmed the 
weigh ting d own by as many as 
four points. 

The diminishing foreign 
presence is a key factor behind 
the doldrums, it was, after all, 
the non-Spanish funds that 
pushed the bolsa towards giddy 
heights in the late 1980s. 

The foreigners invested in 
the Madrid market at a time 
when Spain's GDP showed 
aimnal increases of 5 per cent 
and more. It began, to shy away 
when growth peaked at the end 
of that decade, and it stayed 
away when the 2.4 per cent 
GDP growth posted in 1991 
indicated that something just 
short of recession could be 
round the comer. 

In 1990, corporate profits in 
Spain were stffl rising annually 
by more than 14 per cent Last 


HoW the market has mbved 

■ FT-A VVbddlfKlice©#^ iwTi») : * * ‘ 



-li. 


so- 


■ -iwr;;'; 

■•g«wn^n<r»Mftrirn .’•V. *. +■■ 

year, profits across the board 
fen by at least half, to 7 per 
cent at best. Just as high 
growth brought the foreigners 
in. so did the absence of it 
frighten them away. 

The result Is that, with the 
Madrid market currently lan¬ 
guishing at nine times earn¬ 
ings, Spanish stocks are, by 
most international standards, 
at bargain prices, for their 
price-tocash-ratio is 4.4 times 
- despite which there are no 
takers. 

That is the bleak reality of 
the situation. What are the 
chances of change? 

The question is an embar- 


; L1990-;V' 1W1.'.1992, ..; 

tossing one, tor the much-her¬ 
alded catalyst for change 
towards a bullish bolsa was the 
EC’s Maastricht treaty. Follow¬ 
ing Denmark's “no” referen¬ 
dum, that beckoning beacon on 
which all eyes were trained 
has proved, as tar as the mar¬ 
kets are concerned, to be as 
chimerical as the crock of gold 
at the end of a rainbow. 

Maastricht had became an 
obsessive buzz-word for bolsa 
players. Mr Ignacio Gomez 
Montego, the chief strategist at 
FG Inversiones Bursa tiles, one 
of Madrid’s major broking 
houses, opened a recent pre¬ 
sentation in typical fashinn- “A 


previously obscure Dutch town 
jumped a few months ago to 
the status of most-mentioned 
place by capital market profes¬ 
sionals - Maastricht." 

Mr Gomez Mbntejo painstak¬ 
ingly explained how, before the 
end of the present decade, 
Spain's spiralling budget defir 
cit would shrink, and with It 
inflation and interest rates, 
because of the government's 
commitment to be a founder 
member , of Economic and Mon¬ 
etary Union (Emu) within the 
EC, according to the conver¬ 
gence criteria agreed at Maas¬ 
tricht 

The bottom line, delivered by 
the respected Madrid analyst 
was: "The bolsa will be reval¬ 
ued by around 30 per cent 
thanks to the impact of Eco¬ 
nomic Monetary Union." 

If Maastricht Is now in 
doubt, then so is Spain’s con¬ 
vergence commitment and so 
is a sustained Emu-linked mar¬ 
ket rally. Bolsa players cer¬ 
tainly understood it that way, 
and the Madrid stock exchange 
dropped by some 5 per cent in 
the week following Denmark's 
referendum. 

In the absence of a clear 
Emu framework - analysts 
are now furious with them¬ 
selves for ever having coined 


the socalled Maastricht factor 

- it Is now up to the Spanish 
government to give a clear sig¬ 
nal of its continued willingness 
to converge with northern 
European economies. 

The first real opportunity for 
displaying such a sentiment 
will occur after the summer 
parliamentary recess, when the 
government unveils its 1993 
budget. The markets will be 
looking for substantially 
reduced government spending, 
despite tha tact that general 
elections are doe next year. 

If the government does 
deliver the goods with a 
restrictive budget, then some 
of the havoc by the Maastricht 
question mark may be 
repaired. Additionally, the pro¬ 
file of those playing the Span¬ 
ish markets might rhango and 
this, at the end of the day. 
should be tar more important. 

A government bent upon cor¬ 
recting economic imbalances 

- with or without Maastricht 

- will not ensure the sharp 
growth that attracted the spec¬ 
ulative funds of the late 1980's. 
But it will, in time, bring in 
Ioug-term investors who see 
eventual profit in Spain's spare 
capacity, in its underemploy¬ 
ment and in its determination 
to catch up. 


SPAIN'S BROKING houses 
have received a double punch. 
The bolsa is decidedly bearish, 
and as the cake gets smaller 
they are going to make earn 
even less than before from 
whatever business comes their 
way, writes Tom Burns. 

At the begining of this year, 
fixed commissions that stood 
at 0.25 per cent of all market 
transactions were abolished. 
The price liberalisation was 
one of the final moves in the 
overhaul tit the Spanish mar¬ 
kets that commenced in the 
late 1980s, and it could not 
have come at a worse time for 
the brokers. 

In the battle to obtain the 
^ diminishing business, the brok¬ 
ing houses have reduced com¬ 
missions by half to 0.12 per 
cent on major orders, and to 
even less for the really big 
ones. BBV Interactivos, the 
largest of the broking houses 
and owned by Banco Bilbao 
Vizcaya, estimates that the 
commissions war could lower 


Brokers have reduced commissions as business wanes 

Weaker firms under pressure 


earnings on arbitrage for the 
sector this year by up to 40 per 
cent 

This is good news for firms 
such as Carnegie Espana, 
which are not members of the 
stockmarket "The market is 
overbroked and we have a lot 
of bargaining power to barter 
down the prices," says Mr 
Diego Prado, one of Carnegie’s 
partners in S^azn.: 

But for bolsa members the 
prospect is ironic. Reduced tak¬ 
ings have come at a time when 
the remaining main planks 
that make for a successful 
stockmarket platform have 
been eased into place. In April, 
for example, a new body called 
the Servitiode Compensation y 
Liquidation (SCVL), was 


unveiled by the Stock Market 
Commission, to serve as a 
securities settlement and clear¬ 
ing service. 

When the service becomes 
fully operational in the 
autumn, it is expected to 
reduce settlement from up to 
two weeks to five working 
days. The aim of the SCVL sys¬ 
tem is to have the purchaser 
receive securities on the day of 
payment 

Tn the meantime, ratings 
agencies have arrived in Spain, 
and the snowball success of 
mutual fluids points to the pos¬ 
sibility of increased trading 
volume sh o uld there be a mar¬ 
ket rally. 

None of this, however, 
cheers the broking houses as 


they reel from the double 
punch. For the first time since 
the Sociedades de Valores y 
Bolsa (SVB), as the broking 
houses are known in Spain, 
came into being more than 
three years ago, in the wake of 
the bolsa reform, the sector’s 
weaker members are under 
real pressure. 

Officials at the Madrid stock- 
market believe that the present 
54-strong SVB community will 
be reduced to no more than 30. 
With few exceptions the main 
bolsa houses are linked to the 
big banks, and some 20, which 
have remained independent, 
have market shares of less 
than 1 pm- cent 

Such a reduction had been 
forecast back In 1989, when the 


SVBs replaced the individual 
brokers or agemes de cambio y 
bolsa, who, in the old 
pre-computerisation and 
pre-continnous trading days, 
used to operate on the floor of 
the marlfAt. 'Against the ftdda, 
the small fish survived, but 
with the commissions war now 
raging in earnest the crunch 
time cannot be delayed for 
long. 

An SVB shake-out will be 
looked upon with interest by 
foreign institutions, which 
have been eyeing the bolsa for 
some time with a view to 
starting up operations. The 
crunch minrides with the lift¬ 
ing of all restrictions on for¬ 
eign institutions trading 
actively on the bolsa. 


Warburgs is one of the major 
brokers that is usually cited as 
a prospective Madrid market 
player, and there are believed 
to be five applications for 
membership pending at tire 
stock market commission. 
Under the previous rulings, 
such prospective members, 
whether domestic or foreign, 
wonld have been obliged to 
buy into partnerships with the 
existing agentes de cambio y 
bolsa. 

Credit Lyonnais and Sod£t£ 
Generate were two institutions 
that chose the partnership 
course. It is an open question 
whether the advantages these 
French firms gained by arriv¬ 
ing early and acquiring a mar¬ 
ket share have outweighed the 
cost involved 

A problem they face, in com¬ 
mon with virtually all the 
established broking houses, is 
an excess of personnel, some of 
which remains rooted in the 
traditional public notary role 
of the former agentes system. 


Rating agencies 

Companies get to 
grips with risk 


IF INTERNATIONAL rating 
agencies had not recently 
opened up for business in 
Spain, conglomerates such as 
the Instituto Nacional de 
Industrie. (INI) would have had 
to invent them. 

At the beginlng of this 
month, INI, the owner of most 
of Spain's public sector compa¬ 
nies, was awarded an AA 
long-term rating and an A1+ 
for commercial paper by IBCA, 
the London-based institution. 

The awards anticipated the 
forthcoming dissection of INI 
into two units: one for the 
group’s loss-making companies 
in sectors such as coal mining 
and intergrated steel, and a 
second for those that make 
money. 

IBCA’s judgment on INI also 
coincided with the conglomer¬ 
ate’s need to go to the markets, 
because the government has 
issued stem warnings about 
the unavailability of capital 
injections from the state bud¬ 
get 

The ratings, which indicated 
a very reduced investor risk, 
were thus a shot in the arm for 
INI’s financial strategists as 
they began to plan presenta¬ 
tions for institutional inves¬ 
tors. 

Mr Salvador Garda-Atance, 
the Chairman of Madrid bro¬ 
kers Asesores BursatUes and a 
senior figure in Spain's finan¬ 
cial sector, had long identified 
the need for ratings agencies. 
"It was quite clear that we had 
to have than,” he says. Spe¬ 
cialist institutions to evaluate 
risk were the logical conse¬ 
quence of the deregulation of 
the domestic stock exchanges. 

Rating agencies are, in par¬ 
ticular, fundamental to the 
growth of the underdeveloped 
domestic secondary market 

The volume of commercial 
paper and bonds in Spain 
amounted to Pta2.000bn in 
1991, but only 26 companies 
availed themselves of these 
instruments, with just 11 of 
them accounting for 74 per 
cent of the total sum. 

In the event, Mr Garda-At¬ 
ance negotiated the entry into 
Spain of the US agency Stan¬ 
dard and Poor’s. The Spanish 
subsidiary of the US firm was 
formally constituted in March, 


as a joint venture with Spanish 
partners that included the 
Madrid, Bilbao and Valencia 
stock exchanges, and it will be 
fully operational in September. 

IBCA, which is in the pro¬ 
cess of expanding in Europe, 
opened its Spanish subsiduary 
in January with the Barcelona 
stock exchange as a junior 
partner. Mr Charles Prescott, 
chairman of IBCA Espana, sees 
a profitable future for the ven¬ 
ture: "The people we are speak¬ 
ing to say that. In a few years, 
everybody is going to need a 
rating.” 

Initial business (IBCA has 
awarded a rating to Repsol, the 
statecontroled energy, gas and 
chemical holding in addition to 
IND is nevertheless slow, and 
Mr Prescott says he would be 
delighted if a total of 10 corpo¬ 
rate ratings were awarded in 
the course of the year. 

Persistent persuasion is 
going to be required to help 
medium and smaller Spanish 
companies overcome the reluc¬ 
tance with which they receive 
risk evaluators. "Everyone 
wants to have a Triple-A, and 
we have to convince them 
there is nothing wrong with 
being an A. Our first job is to 
help companies understand 
what a rating is,” says Mr Pres¬ 
cott 

In its bid to develop this new 
market IBCA Espana has cre¬ 
ated a promotional board that 
brings together institutions 
-such as Inverco. an association 
grouping domestic funds, 
which represent the end-users 
of a rating- It is these funds - 
and they are growing strongly 
- which will in time deter¬ 
mine the consolidation of the 
ratings bumness in Spain. 

What is likely to occur is 
that the Spanish funds will 
introduce internal rules requir¬ 
ing a rating for investment in 
long-term paper. This practice, 
which already operates outside 
Spain, effectively regulates the 
risk. Mr Garda-Atance believes 
that the National Stock 
Exchange Commission will 
eventually impose some form 
of risk regulation on the funds 
if they do not themselves vol¬ 
untarily introduce them. 

Tom Bums 
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are confiimed as 
Spain's most important 
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Publications considered 
important business reading (*): 
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Universe: 1&523 

% of Readers 

Number of Readers 



1389 

1991 


1989 

1991 


w 

Actuafidad Economica 

15% 

19% 

+27% 

2^11 

1204 

+45% 

D 

Expansion 

13% 

19% 

+46% 

1J57 

3.069 

+57% 

D 

Cinco Dias 

21% 

17% 

-19% 

3.050 

2.811 

-8% 

D 

El Pais 

15% 

16% 

+7% 

2.214 

2.606 

+18% 

D 

La Vanguardia 

8% 

7% 

-13% 

1.179 

1.149 

-3% 

D 

ABC 

5% 

6% 

+20% 

738 

934 

+27% 

D 

Financial Times 

5% 

5% 

+0% 

764 

835 

+9% 

W 

Mercado 

4% 

3% 

-25% 

592 

564 

-5% 

W 

El Economists 

n/a 

2% 


n/a 

350 


W 

Tribuna 

n/a 

1% 


n/a 

137 


D 

Diario 16 

1% 

1% 

+0% 

153 

125 

-18% 

W 

Tiempo 

2% 

1% 

-50% 

237 

89 

-62% 

W 

Cambio 16 

3% 

1% 

-83% 

396 

46 

-88% 


•Source: European Business Readership Survey 1991. 
n/a = Not Asked 

CONTACT: Bob Leach, Calle Recoletos 15.28001 Madrid. Spain. 
Tel: +341 577 5642 or Fax: +341 577 6829 


W = weekly 
D = daily 
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FG Inversions Bursatiles, S. A., a leading independent 
Spanish stockbroker, arranged an investment seminar 
in Madrid and Seville in May 1992 for an invited gathering 
of international institutional investors. As part of the 
programme there were presentations from the following Spanish companies 



FG 



INFORMS ANUAt199t 


-ANTENA 3 DE RADIO - 

ANTEN A 3DE RADIO was founded in 1982. Its network consists of 131 broadcasting 
stations throughout Spain. The daily audience averages2,700,000listeners. 
ANTENA 3 DE RADIO holds a 123% stake m ANTENA 3 TELEVISION and, 
ad dition ally, owns a 993% share of the Spanish news pap er DIARIO YA. 

ANTENA 3 can be described as one of the most important communications groupsin 
Spain. 

Share Capital: Ptas. 1J2 billion 
Retained Earnings: Ptas. 2.2 biQion 
1991 Net Sales: Pta$. 103 billion 
1991 Pre-tax Profit: Ptas. 13 bitUoo 




ASLAND 

ASLAND’s stock is among the most traded on the Spanish Slock Exchange. The 
company is the market leader in Spain in cement and ready-mix concrete with its 
manufacturing facilities spread across the country and in Portugal. 

With international investments in Europe, Africa and America, the Spanish group 
ASLAND is integrated hno Lafarge CbpjxSe, the world’s leading group in the odd of 
construction materials. 

With total assets of U3. $1.1 feN, in 1991 the ASLAND GROUP realized a net profit of 
U.S. $109 mfllkui. Its sales were U.S. $524 milfion. 

ASLAND’s equity capital totals U.S. $1-0 billion. 


Centra- Kiboanc 


GRUPO BANCO CENTRAL HISPANO 

GRUPO CENTRAL HISPANO is Spain's largest privately-owned banking and 
industrial group. The turnover of its companies accounts for some 4% of Spain's 
GD.P. 

BANCO CENTRAL HISPANO’s total assets were U-S. $78.6 billion at yearend 
1991, its equity amounted to U-S. $5.7 billion, Hs customer funds totalled U.S. $48.6 
billion ana its loan portfolio stood at U3. S41.8 billion. The bank's BIS capital 
adequacy ratio is 12%, weO above the 8% minimum requirement Market share of 
customer funds ts more than 17% and of (bans is 16.6%. 

CENTRAL HISPANO has 172 offices in 27 countries. 




gasNatura! 


GAS NATURAL SDG, S.A. 

GAS NATURAL SDG, S.A. is the piped-gas distribution company resulting from the 
merger of Catalana de Gas, Gas Madrid, and the piped-gas assets spun off from Repsol 
Butano. 

GAS NATURAL SDG is Spain’s leading piped-gas company and distributes gas 
directly in Catalonia and the Madrid region. In addition, GAS NATURAL SDG is 
presort in most of the rest of Spain through hs majority stakes in fifteen gas distributors 
and its minority pa rti c i p a tion in another four. 

Share Capital: Ptas. 22.4 billion 

1991 Consolidated Net Income: Ptas. 10.4 billion 

1991 Net Saks: Ptas. 89.1 billion 

Number of Customers: 1,900,000 

Number of Employees: 3,038 









GRUPO IBERDROLA 

GRUPO IBERDROLA is the result of the combination of Spam’s two leading electric 
energy production and distribution companies. 

The company’s production structure, mainly based upon hydroelectric aid nuclear 
generation capacity, is highly competitive both from a Spanish and a European 
standpoint. 

GRUPO IBERDROLA’S market is well balanced between domestic arid industrial 
users and it supplies over 153 minion people, or 41% of the population of Spain. 


METROVACESA 

METROVACESA is one of Spain's major real estate companies and is the leader in 
t erms o f rental income. 

METROVACESA is the result of the merger of three smaller real estate companies in 
1989. During the past two years, the company has raised its net profit from Ptas. 2.4 BN 
to Ptas. 43 BN and hs rental income from Ptas. 33 BN to Ptas. 5.1 BN without 
i ncreas ing its rental surface. 

METROVACESA covers all its costs and dividends with rental reve nu e and has no 
bank debt. 



4&7 


iTabacalera. 


CENTROS COMERCIALES PRYCA, S.A. 

Established in 1976, PRYCA is a subsidiary of the Carrefour Group, CorporackSa 
Financiers Alba and Sogara. 

'With 34 commercial centres, PRYCA leads the hypermarket retailing sector in Spain. 

1991 Gross Safes: Ptas. 397 billion 1991 Net Income: Ptas. 10.6 biffion 

Number of Employees: 11,400 

PRYCA plans to open 5 or 6 new stores in 1992. 
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